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On the first day of the present session of Congress, 
the Hon. S. S. Cox, of New York, introduced into the 
House of Representatives a resolution providing for the 
appointment of a committee on the Eleventh Census. 
The offering of this resolution calls attention to the near 
approach of another decennial enumeration, under the 
Constitution. It is most fortunate that the active, progres- 
sive, and. enlightened statesman who framed the law of 
March 3, 1879, is still in Congress to apply the experience 
of the last census to the legislation for the next. Mr. 
Cox’s promptitude shows that his interest in the subject 
has suffered no abatement. 

In undertaking a discussion as to what should be done 
towards the performance of this most important constitu- 
tional function, it will perhaps be well to recognize the 
fact that the preparations for the Eleventh Census are 
likely to be in some degree embarrassed by the financial 
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and other misfortunes which befell its immediate predeces- 
sor. The successive deficiency-appropriations for that 
work, the delays in the publication of some of the later 
volumes, together with the newspaper attacks upon the 
Census, which became epidemical in 1882 and 1883, have 
created, in the minds of most of those who have any im- 
pression at all on the subject, the belief that the Tenth 
Census was extravagantly expensive. Yet no opinion 
could be more unfounded. The fact is that, considering 
the new ground covered, the Tenth Census was a marvel 
of cheapness. Even if we leave out all consideration of 
the great extent and variety of statistical work then for 
the first time undertaken, and treat all this as having cost 
absolutely nothing, we shall still find that the cost of the 
Tenth Census, per capita of inhabitants, exceeded that of 
the Ninth Census by far less than the ratio in which the 
cost of the Ninth Census exceeded that of the Eighth.* 
Yet no one ever took exception to the expenditures of 
1870-72, and that work was finished to public satisfaction. 
A continuous progressive enhancement in the per capita 
cost of successive censuses is to be anticipated, even 
though the scope of enumeration be in no degree widened, 
by reason of the continually expanding detail ¢ into which 


*The cost, per capita of inhabitants, of the last four censuses, exclusive 
of printing and engraving, was as follows : — 


Seventh Census, 1850, . . . 5.84 cents 
Eighth Census, 1860, . 6.25 
Ninth Census, 1870, . 8.71 “ 
Tenth Census, 1880, 9.68 


The increase from 1860 to 1870 represents : (1) the advance in wages and salaries 
which took place during the war period, and which, in the main, has never 
been receded from ; (2) the addition of extensive statistical inquiries beyond 
what had been previously undertaken ; (3) the rendering of the familiar mat- 
ter of enumeration into vastly greater detail, as will appear in the next note. 


t Thus, in 1860, the distribution of the population, according to ages, was 
into the following classes: under 1, 1-5, 5-10, 10-15, 15-20, 20-30, 30-40, and 
so on, by decennial periods upwards; .in all, 14 classes. In 1870, under the 
demand for more minute information regarding the number of p of 
school age, of voting age, of military age, etc., the following classification was 
adopted: under 1, 1, 2, 3, 4, 5-10, 10-15, 15-18, 18, 18-20, 21, 21-5, 25-30, 
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the traditional classes of statistics will inevitably be 
drawn, under the ever-growing popular demand for local 
and minute information. On the other hand, if the scope 
of enumeration is to be widened, this must be paid for, 
and paid for handsomely. 

The cost of the Ninth Census, 1870, was, in round num- 
bers, $3,860,000, exclusive of printing and engraving. 
With the population of that period, the per capita cost 
was, therefore, 8.71 cents per head. The cost of the 
Tenth Census, including both enumeration and compila- 
tion, but excluding, as in the former case, printing and 
engraving, was $4,853,350, which, with the population of 
1880, yields a cost per head of 9.68 cents; leaving the 
total cost of all the new work, then for the first time 
undertaken, as well as of the vastly increased detail into 
which the traditional matter of enumeration was rendered, 
less than one cent per head of the population. Such a 
comparison must remove from the mind of any candid and 
intelligent person the opinion that the Tenth Census was 
marked by extravagance. No person familiar with statis- 
tical work could spend an hour in comparing the reports 
of 1880 and those of 1870, and not be astonished that the 
vastly greater work could have been done at so slight a 
relative increase of expense; and, in fact, this was only 
accomplished by the most painful economy at all points 
where saving was possible, and by pushing the clerical 
force forward at a rate of which, it is fair to say, gov- 


30-35, and so on, by quinquennial periods upwards to eighty years, and thence 
upwards by ten-year periods ; in all, 25 classes. 

Even so, the occasions for distributing population according to ages were 
not considered to have been fully met; and, in compliance with numerous and 
pressing requests, including resolutions of conventions and public bodies, the 
ages of the population of 1880 were ascertained by single years, amounting to 
over one hundred specifications. 

Again, in 1860, the occupations of the people were tabulated in the gross, 
solely. In 1870, the occupations reported were distributed among six different 
classes, according to sex and age. At a score of points, a corresponding 
increase took place in the amount of detail presented. Every such instance 
adds appreciably, often greatly, to the labor and cost of compilation. 
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ernment offices in Washington have had little expe- 
rience. 

Perhaps an even more striking vindication of the econ- 
omy with which the national census of 1880 was conducted 
is found in the cost of the last State census of Massachu- 
setts, in 1885. The schedules of enumeration here were 
not, at all points, co-extensive with those of the last 
national census: some subjects which were treated in the 
former set of schedules were omitted in the latter, and vice 
versa. ‘Taken all together, however, the scope of enumera- 
tion and compilation, in the two cases, may fairly be said 
to have been equivalent. Yet the cost of the Massachu- 
setts census was 9.47 cents, exclusive of the printing of 
the final reports. The cost of the preliminary printing, 
including portfolios, schedules, instructions, etc., is not 
known to me; but putting the United States census of 
1880 on the same basis,— that is, including preliminary 
printing, but excluding final reports,— we should have the 
cost, in the latter case, 10.2 cents per capita. When it is 
considered that Massachusetts is densely populated, with 
an average approaching two hundred and fifty inhabitants 
to the square mile, while the national enumeration ran 
over hundreds of thousands of square miles, having an 
average of from thirty down to fifteen inhabitants, and 
over hundreds of thousands more of square miles having 
an average of from fifteen down to two inhabitants, it can 
only be matter of wonder that the expense of the national 
enumeration was not carried up to a much higher point, 
relatively to the Massachusetts census, than we find it to 
have been. Yet the Massachusetts census is justly reputed 
for energy, efficiency, and economy, as well as for the high 
scientific skill which presided over its details. 

So much for the cost of enumeration and compilation in 
the Census of 1880. Perhaps the expenses of printing, 
engraving, and publishing have had quite as much effect 
in producing the impression of extravagance. Viewed in 
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themselves, those expenses were, indeed, very great; but 
it is altogether unreasonable and unjust to estimate them 
without consideration of the established policy of our gov- 
ernment in dealing with this matter, and without making 
comparison with other publications, certainly no more im- 
portant or generally interesting. To take a single case: 
the United States paid for printing the last Annual Report 
of the Commissioner of Agriculture the sum of two hun- 
dred thousand dollars. The cost of printing five such 
reports, dealing with but a single interest and covering 
but one-half the period between two national censuses, 
would exceed all the sums paid for paper, for printing, 
and for engraving at the Tenth Census, including the 
hundreds of tons of schedules used in the enumeration; 
portfolios and pamphlets of instructions for thirty-one 
thousand five hundred enumerators ; some hundreds of bul- 
letins, from one to eight pages each, announcing results as 
fast as ascertained ; the two volumes of the Compendium, 
comprising eighteen hundred octavo pages, printed in a 
large edition ; and, finally, the eighteen large quarto vol- 
umes, already published, of the final reports, profusely 
illustrated with hundreds of maps and thousands upon 
thousands of diagrams and engraved plans and sketches. 
Nay, we may add to the above the estimated cost of 
printing the four remaining quarto volumes of the final 
reports, and yet fall short of the cost of printing the 
Annual Reports of the Department of Agriculture from 
1880 to the present time. Such a comparison suffices to 
show that, according to the policy adopted by our govern- 
ment, with the full approval of the people, regarding the 
publication and distribution of public documents, the ex- 
penditures* of the census on this side were not dispropor- 


* The following appropriations were made for this purpose : — 


Subsequently appropriated, . . . . . « « © 
Asked for by the retary of the Interior in his letter to the two 
Houses of Congress, December 5, 1887, . . 
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tionate, although the present writer is disposed to admit 
that a better result would have been attained had the 
number of the quarto volumes been held down to eigh- 
teen, as originally proposed, or even cut down to fifteen; 
and the smaller number of volumes been published in pro- 
portionally larger editions. 

It is pertinent to ask why, if the Tenth Census was not 
unduly expensive, so general an impression to that effect 
should have been created. The question is very easily and 
conclusively answered, though not without a somewhat 
humiliating confession. The impression referred to was 
caused by the successive deficiency-appropriations for this 
service, while the necessity for such appropriations arose 
out of the absurdly low estimate of cost made, in 1879, 
by the present writer, as Superintendent of the Census. 
That estimate was made in entire good faith, but with an 
overweening desire to make the then approaching enumer- 
ation at once both the best and the cheapest of the series 
of national censuses. Now, the latter consideration should 
not have been entertained at all. The question should 
simply have been, How can the United States secure the 
most full and accurate account of its population, industry, 
wealth, and social condition? Whatever this might cost 
should have been asked from Congress, without any 
thought of making a saving beyond what would have 
been secured by a vigorous and reasonably economical 
administration. The people of the United States were 
well able to pay a fair price for the very best census they 
could get; and it should, in justice, be said that Congress 
at no time showed any disposition to pinch the service. 
The superintendent should have said to the Committee of 
Congress, in 1879: “The Ninth Census cost, for enumera- 
tion and compilation, three and a third millions of dollars. 
The population of the country in the interval has in- 
creased, say, about one-third, raising the cost of doing the 
same work, on the same scale and plan, to four millions and 
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a third. Add ten per cent. for the proposed enlargements 
and improvements, including better supervision and more 
of it, more correspondence, much work of experts and spe- 
cial agents on the difficult points of the enumeration, new 
statistical features, such, e.g., as the acreage of crops, and 
even large new classes of statistics, such, e.g., as railroads 
and telegraphs, and we should have the cost of enumera- 
tion and compilation four and three-quarters millions. 
With due reference to contingencies and emergencies, let 
us call it five millions.” Had the Superintendent said 
this, Congress would, without a murmur, have voted the 
sum asked, which would have been in excess of the aggre- 
gate amount of the appropriations actually made for the 
service; all deficiencies would have been avoided, and the 
census office saved much embarrassment and not a little 
discredit. As it was, the superintendent actually under- 
took* to conduct a very elaborate census of fifty millions 
of people for less money than had been expended upon a 
far simpler enumeration of thirty-eight millions. Doubt- 
less, the additional labors, the annoyance, the embarrass- 
ments, the distress, which he brought upon himself during 
the three years following, were only a proper punishment 
for his ambitious folly; but he ventures to add that the 
whole sum which he sought to save to the government 
would have been a very poor compensation personally for 
what he had thus to undergo. 

The delays in the publication of the final reports have 
also had an effect in impairing the prestige of the Census 
of 1880. Those delays have, however, been very much 
exaggerated in popular estimation. The leading reports, 
those which were specially made up of purely statistical 
matter, were, with the single exception of that on mortal- 
ity, published in 1883,—a date which, considering the 


*It is not worth while to give space to a statement of the reasons which 
influenced my mind towards underestimating the cost of the enumeration, 
There were such reasons, but they are of little present interest.— F. A. W. 
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greater scope of the work, compares favorably with the 
record of any previous census.* The volumes thus pub- 
lished in 1883 were the two volumes of the Compendium, 
and, of the final quarto reports, the following: volume 1, 
Statistics of Population; volume 2, Statistics of Manu- 
factures; volume 3, Statistics of Agriculture; volume 4, 
Statistics of Transportation.. The foregoing volumes com- 
prised nearly everything of a statistical character, with 
exception of the mortality statistics before referred to, 
which it had been usual to publish in a census of the 
United States; while they contained over and above what 
had ever before been published in this line far more than 
the sum of all the omissions. The justification of this 
last assertion will be apparent, at a glance, to any one 
familiar with statistical work who will examine these vol- 
umes. The issues of 1884 were volumes 5 and 6, compris- 
ing the results of a great statistical, agricultural, and eco- 
nomic investigation of the Cotton Culture of the United 
States (the bare figures of acreage and crop having been 
contained in volume 3); volume 7, Valuation, Taxation, 
and Public Indebtedness ; volume 8, Newspapers and Peri- 
odicals, Ship-building, Alaska and the Fur Seal Islands ; 
volume 9, Forest Trees and Forest Wealth; volume 10, 
Petroleum, Coke, Building Stones, and the Quarrying In- 
dustry. In the case of each one of these reports, a sum- 
mary of the statistics involved had been already published 
in the Compendium of 1883. 

The reports which, though generally complete in manu- 
script, were not published by the end of 1884,+ were, with 


* The single large quarto volume of the Seventh Census bears date 1853. 
Of the four quarto volumes comprising the final reports of the Eighth Census, 
two bear date 1864; one, 1865; one, 1866. The three quarto volumes of the 
Ninth Census bear date 1872. 

+ These were as follows: published in 1885, volume 11, Mortality Statis- 
ties, Part 1; volume 13, Statistics and Technology of the Precious Metals ; 
volume 14, Mining Laws; volume 15, The Production of Coal, Copper, Iron, 
and the other Useful Metals; volume 16, Water Power employed in Man- 
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the single exception of those on mortality, all of a tech- 
nical and semi-statistical character, comprising matter 
almost wholly new to the census, and intended to form a 
grand monumental exhibit of the resources, the industries, 
and the social state of the American people on the occa- 
sion of their tenth ten-year enumeration. Had these 
promptly followed the more distinctly statistical reports, 
they would have been greeted with universal applause. 
As it was, the successive volumes have received most en- 
thusiastic commendation from the press and the statis- 
ticians of Europe,—all the way from London and Edin- 
burgh to Vienna, Buda-Pesth, and St. Petersburg. But 
the American mind is highly impatient of delays; and 
the procrastination of several of these reports has, it is to 
be feared, rather impaired than increased the popular esti- 
mation of the Census of 1880, altogether irrespective of 
their intrinsic worth. 

The delays alluded to were due in part to the financial 
embarrassments of the Census Office ; in part, also, to the 
enormous pressure of current business upon the govern- 
ment printing-office, which allowed the census reports, 
during much of the time, to be taken up only as “ knit- 
ting work,” when matters of greater urgency would 
permit; but, chiefly, to the increasing and finally com- 
plete disability and ultimate death of Colonel Charles W. 
Seaton, who in November, 1881, succeeded the Superin- 
tendent who had organized and thus far conducted the 
census. As an analyst and critic of statistical matter, 


ufacturing, Part 1. Published in 1886, volume 12, Mortality Statistics, Part 2 ; 
volume 18, Social Statistics of Cities, Part 1; volume 20, Wages, Trades 
Unions, and Strikes. The four volumes remaining unpublished in 1887, for 
which an appropriation has been asked (as hereinbefore recited), are as fol- 
lows: volume 17, Water Power, Part 2; volume 19, Social Statistics of Cities, 
Part 2; volume 21, Statistics of the Defective, Dependent, and Delinquent 
Classes ; volume 22, Reports on Machinery used in Manufactures. The Sec- 
retary of the Interior stated, in his letter to the Houses of Congress, that 
ninety-nine hundredths of these reports are already stereotyped, and only 
await an appropriation for printing and binding. The outright failures of the 
census of 1880 were in respect to churches and private schools. 
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Colonel Seaton had no superior; but his pondering and 
reflective turn of mind probably interfered somewhat from 
the first with the progress of a work which peculiarly re- 
quires peremptory and energetic treatment, while, within 
two years from his accession to office, the enormous press- 
ure of care and work incident to the service, aggravated by 
unkind criticisms and malevolent attacks from many quar- 
ters, developed the seeds of disease which had been planted 
during the war, and he began palpably to lose ground. 
Still, he struggled on, impatiently rejecting every sugges- 
tion for his relief, passionately exclaiming that he only de- 
sired to finish the work and die. But even this was not 
permitted. Softening of the brain ensued; and, after a 
painful period, this faithful, high-minded, and able public 
servant passed away, leaving his work still incomplete. 
Such a misfortune might befall any office, and it is to be 
hoped that those who have made the delays in the publica- 
tion of the census reports thus occasioned the subject of 
small jokes will some day be properly ashamed of them- 
selves. 

So much space has been given to facts relating to the 
Tenth Census, both because it seems but right that a 
record should be made of them in our economic literature, 
and because they are fairly precedent to a discussion of 
what is best to be done for the future. Even if the scope 
of the census law is to remain undiminished, probably no 
one —certainly not the present writer would recom- 
mend that a similar latitude be given to the publication of 
any census soon succeeding. In its nature, much of the 
work done from 1880 to 18838 is definitive, or else such as 
to require only slight additions or corrections from time 
to time. The magnificent report of Professor Charles S. 
Sargent on the Forest Trees and Forest Wealth of the 
United States—a work without a superior, if, indeed, 
it finds anywhere its peer, among the government publi- 
cations of any country — is of the former character. The 
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two volumes on Water Power employed in Manufact- 
ures, and the two volumes on the Cotton Culture, are 
of the latter character. Much of the work in them has 
been done once for all; while, though the industrial and 
economic statements will require to be changed from 
census to census, a suitable and ample background will 
have been furnished for them in the geographical and hydro- 
graphic studies of Professors Swain and Porter and their 
colleagues, or in the geographical, agronomic, and chem- 
ical investigations of Professor Eugene Hilgard and his 
corps of assistants, embracing the highest skilled and scien- 
tific talent of the Southern States. In a greater or less 
degree, the same is true of many others of these reports, 
notably those on Tobacco Culture, on the Grazing Inter- 
ests of the Frontier States, on Building Stones, on Petro- 
leum, and on the Social Statistics of Cities, ete. The 
Tenth Census was more than an enumeration of popula- 
tion, wealth, and industry. It was a survey of the contli- 
tions of life, industry, and production, such as cannot fail 
to be of great value to a rapidly growing nation, such as 
was peculiarly appropriate to the tenth decennial census 
under the Constitution,— a survey which, though lacking 
something of completeness, by reason of insuperable ob- 
stacles in some cases, and by reason in other cases of the 
loss of some of its chief officers,* is yet a work worthy 
of the nation and of the age. The well-known names of 
the hundreds of men of science, economists, and statisti- 
cians who contributed to the giant undertaking afford a 
sufficient guarantee of the thoroughnesss, the conscien- 
tiousness, and the ample scientific knowledge with which 
their several tasks were performed; while a wealth of 


* Especially the resignation of Mr. Clarence King, as Director of the 
Geological Survey, prior to the conclusion of the investigations into the Mining 
Industries, and the lamented death of Dr. George W. Hawes, who had pro- 
jected and partially carried out an investigation into the Building Stones of 
the United States, which, had it been completed according to his plan, would 
have remained a lasting monument to him and to the Tenth Census. 
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graphic illustration brings the results within the compre- 
hension of the least skilled and the least learned. 

But while, for the reasons above stated, it is not to be 
expected that immediately succeeding censuses will be of 
such colossal magnitude, it is yet, in the judgment of the 
present writer, not desirable that the presentation of 
results should ever again revert to the traditional form 
of bare statistical tables, accompanied only by brief notes 
and explanatory remarks. In order that they may be of 
the widest popular and highest scientific value, the results 
of every enumeration should be fully and freely discussed 
and profusely illustrated; the various classes of facts 
should be carefully correlated; and all should be shown 
on the background of the geographical, geological, and 
meteorological conditions within which they exist, and in 
their historical connections. Our previous experience has 
distinctly and unmistakably shown that, if this is not 
done by the Census Office, it will not be done at all. The 
statistical skill and experience which are requisite for the 
work are possessed by very few, while the clerical labor 
involved is far beyond the means of individuals. In this 
view, a future census of the United States should be a 
mean between the Census of 1870 and that of 1880. 
Eight or ten volumes, less than the yearly issues of an 
ordinary daily newspaper, are not too much to properly 
set forth and array the facts concerning a nation of sixty 
or eighty millions, of such vast and varied industrial and 
social interests and concerns, once in ten years. 

We have heretofore made the proviso, “If the scope 
of the census law is to remain undiminished”: is it desira- 
ble that such should be the case? This is the most im- 
portant question touching the future census of the United 
States. There has never been any reason but one why 
the vast amount of statistical work, which was charged 
upon the census by the Act of 1850, should be conducted 
by that agency. That single reason was found in the 
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social rawness of our people, leaving them unappreciative, 
to a great degree, of the importance of statistics, and in 
the political scruples entertained by many regarding the 
authority of the United States government to obtain in- 
formation for information’s sake. Doubtless, it is true 
that, when the Act of 1850 was passed, it would have 
been impossible to secure legislation for obtaining the 
statistics of agriculture and of manufactures and the vari- 
ous classes of social and vital statistics embraced in the 
schedules of that law, except under cover of the express 
constitutional provision for a decennial enumeration. It 
has been for this reason, and not because the Census has 
been considered the most appropriate agency for the col- 
lection of many of these classes of statistics, that one 
after another, and one score after another, of inquiries 
have been piled upon this overweighted public servant. 

So long as the indicated reason existed, the action taken 
by the promoters of the successive census laws was wise 
and patriotic ; for it was indefinitely better that the infor- 
mation sought should be obtained in this way than not at 
all. But have we not become civilized enough by this 
time, are we not sufficiently a nation now, to be able to get 
the statistics we require — the statistics so eagerly sought 
for by men of all classes, sections, conditions, and avoca- 
tions in life —in simply the best way in which we can get 
them, without resort to a political subterfuge, and with- 
out using inappropriate and largely ineffective agencies? 
Upon the answer to this question turns the future of the 
census. Personally, a strict constructionist, I do not 
believe the Constitution has been outgrown; but I do 
believe that the American people have outgrown the little, 
paltry, bigoted construction of the Constitution which, in 
1850, questioned in Congress the right of the people of 
the United States to learn whatever they might please to 
know regarding their own numbers, condition, and re- 
sources. It has become simply absurd to hold any longer 
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that a government which has a right to tax any and all 
the products of agriculture and manufactures, to super- 
vise the making and selling of butterine, to regulate the 
agencies of transportation, to grant public moneys to 
schools and colleges, to conduct agricultural experiments 
and distribute seeds and plant-cuttings all over the United 
States, to institute scientific surveys by land and deep 
soundings at sea, has not full authority to pursue any 
branch of statistical information which may conduce to 
wise legislation, intelligent administration, or equitable 
taxation, or in any other way promote the general welfare. 

There are two objections to loading down the census 
with a large and miscellaneous body of statistical in- 
quiries. The first is that the primary object of the enu- 
meration, the count of the people, is, in some degree, 
perhaps not greatly, sacrificed thereby. The attention of 
the community, as well as of the officials engaged, is 
diverted at times and in places from the all-important 
end of securing a just and accurate return of every man, 
woman, and child upon the population or family schedule, 
with all the required particulars of age, sex, nativity, 
occupation, etc. In the case of the community at large, 
this diversion of attention is not of very serious conse- 
quence, although an active popular interest in the enu- 
meration is a great help to the Census Office and its agents. 
In the case of the actual enumerators, however, the multi- 
plication of duties, if carried very far, becomes a real 
source of injury. A census agent who is carrying about 
a portfolio full of blanks, and has been charged with a 
whole pamphlet of instructions, relating to all sorts of 
subjects, cannot be expected to be as active, alert, and 
attentive in collecting the statistics of inhabitants as if he 
were charged with this duty only. With the thoughts 
concentrated upon the narrower field, with the mind con- 
stantly revolving the liabilities to loss and error within 
that field, it goes almost without saying that the work 
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would, in some measure, be better done. It is not in- 
tended, however, to lay much stress on this consideration. 
Certainly, the disadvantage arising from this source is 
vastly more than compensated by the value of the addi- 
tional statistics obtained under existing laws, if, indeed, 
the latter can only be secured by this method. 

A more weighty objection to the present system is 
found in the inability of the Census Office, no matter 
how completely organized and ably administered, to deal, 
at once adequately and seasonably, with the vast, hetero- 
geneous mass of returns which are thus poured in upon it. 
Either the work of examination and revision must be 
hurried and perfunctory, or else compilation and publica- 
tion must be protracted over a very long period. Prob- 
ably no one who has not actually visited a Census Office 
in the height of its work can form a conception of the 
extent and variety of the materials which have there to 
be dealt with; while only one who has worked for years 
over such materials can realize the importance of giving 
to each successive portion a close and minute scrutiny. 
The schedules of population, merely, returned to the 
Census Office in 1890, will, when bound, exceed in bulk 
fifteen hundred merchants’ ledgers of the largest size. 
The schedules of agriculture will fill three or four hun- 
dred volumes more. If we add the returns relating to 
manufactures, to wealth, debt, and taxation, to schools, 
libraries, and churches, and to deaths, it will be seen that 
the bare transcript of the facts with which the Census 
Office has to deal constitutes an immense library. Every 
part of this mass ought to be carefully searched by the 
eye of a master for duplications or omissions, for errors 
of conception or errors of transcription or for the results 
of downright fraud. Beyond this, to prescribe the forms 
of tabulation and compilation appropriate to each class of 
statistics, to superintend the progress of the work in every 
part, to answer the thousands of questions coming up 
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from the army of clerks engaged, and at the same time 
to direct the financial and other necessary business of 
such an office, is a task of monstrous labor and anxiety. 
Something, much, must necessarily be sacrificed of com- 
pleteness and of accuracy, in order that so large a whole 
may be carried through within reasonable limits of time. 

What is eminently to be desired in the interests of our 
statistical service is that the census should be confined to 
an enumeration of population, coupled only with one 
other class of statistics, to be hereafter mentioned, such 
an enumeration to be conducted once in ten years, as 
now, or, better, once in five years, as befits so great and 
rapidly growing a people ;* while the remaining statistical 
inquiries now connected with the census, and even many 
others required to meet the increasing demand for exact 
knowledge, should be set on foot and conducted in proper 
succession, by the same bureau of the government, during 
the intervals of the decennial or quinquennial censuses. 
Such a system would dispense with the necessity for 
suddenly raising and suddenly disbanding a large office ; 
would retain permanently in service a considerable force 
of trained clerks, enabling them to acquire skill, insight, 
and rapidity of working by continuous experience; and 
would thus at once diminish the cost and increase the 
value of the results obtained. Meanwhile, the work of 
inspection and revision by the head of the office and his 
most expert assistants would become vastly more effec- 
tive, owing to the limited number of subjects presented at 
a time, and also owing to the diminished interruptions 
from the administrative side of the office and from per- 
sons seeking employment. The office, as a whole, taking 
up one or two or three classes of statistics at a time, could 
master the conditions of each, devise the most effectual 
methods of compilation and tabulation, and concentrate 
attention and effort to the highest effect. 


* A nation which gains twelve or fifteen millions in ten years can afford 
to take a census once in five years, or, rather, it cannot afford not to do so. 
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The class of statistics which, so far as we can see, must 
needs be collected at the same time with the statistics of 
population is that relating to agriculture. Unless Con- 
gress decides that considerations of expense should have 
no weight in this matter, it would be inexcusable to re- 
quire the entire surface of the United States to be gone 
over a second time, on foot or on horseback, for the pur- 
pose of collecting the productions of five millions of farms. 
The cost of obtaining the statistics of population and of 
agriculture conjointly would probably be not one-third 
greater than the cost of collecting the former class of sta- 
tistics separately; while the impairment of the results, 
through the division of the enumerator’s attention, would 
not be serious, if only these two schedules were placed in 
his hands. The value of a farm-to-farm enumeration of 
agricultural products, live stock, etc., can scarcely be over- 
estimated. Our people are in a high degree intelligent 
and communicative. They recognize with remarkable 
readiness the interest and the right of the government to 
collect statistics, and they are almost wholly free from 
apprehensions regarding the use to be made of the infor- 
mation by them given.* Conditions like these distinguish 
our people widely from the population of any other con- 
siderable country in the world, in respect to their fitness 
for such an enumeration. What an American doesn’t 
know about his own farm, or, for that matter, his neigh- 
bor’s, too, is not worth knowing; and all he knows he is 
perfectly willing to tell. It follows from this that the 
statistics of agriculture, in the American census since 
1850, have been of a very high order. Where a crop is 
cultivated only now and then, and that on a small scale, 
it is not unlikely to be overlooked in a certain proportion 
of cases; but, in regard to the main crops of each district, 


*T cannot remember ever to have observed any effects, in the statistics of 
agriculture, of a fear that the facts disclosed might be used for taxation. 
Possibly, the statements regarding the value of farms may, in some degree, 
have been affected by such a consideration. 
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the statements are, in general, very near the truth. The 
effect of the tabulation and compilation of several mill- 
ions of farms in a census of the United States is to give 
a remarkably just account of our agriculture, as a whole, 
and of the resources and productions of each section, 
State, and county by turns. The statistics of agriculture 
obtained every tenth year by the census are used as a 
basis for the computations of the Department of Agri- 
culture, with reference to the intermediate years. These 
computations, made by trained statisticians after corre- 
spondence with some thousands of local reporters, are 
usually very satisfactory during the earlier years of the 
decade. As the reference to the census becomes more 
laborious and less confident through the lapse of time, the 
estimates of the Agricultural Department become liable to 
a wider range of error. Could a canvass of the agricult- 
ural interest be made in connection with the enumeration 
of population, once in five years, the people of the United 
States would be better informed regarding that interest 
than the people of any other country in the world. 

The chief statistical branch which, under such a change 
of scheme as is suggested, would be detached from the 
census is that which relates to manufactures. Theoreti- 
cally, the manufacturing schedule has always embraced 
the products of artisans working singly at their trades, 
and of the small carpenter’s, blacksmith’s, and wheel- 
wright’s shop, whether found at the cross-roads or in a 
shed attached to house or barn. As a matter of fact, the 
canvass of manufactures has at no time reached more 
than a small proportion of the productions of this class ; 
and the tables of manufactures would be more symmet- 
rical and less likely to create a false impression if these 
small “ neighborhood industries” were in no case included 
as having been obtained by direct returns, but, on the 
contrary, were all to be estimated as a whole on the basis 
of the reported “occupations of the people,” upon the 
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population schedule, after careful inquiry as to the rates 
of wages prevailing in these hand-trades in the several 
sections. 

Thus to withdraw from the shop-to-shop canvass of 
manufactures the small neighborhood industries, would 
be to take away all the reason which ever has existed for 
connecting with the census this class of statistics. The 
facts relating to the productions of the large city, of the 
considerable town, or of the village clustered around the 
single mill or factory, could in all respects be as well, and 
in some respects be better, obtained aside from the gen- 
eral enumeration of the people ; while the central office at 
Washington could both prepare more intelligently for the 
canvass, and more deliberately and critically discuss and 
compile the returns, if this work were to be undertaken 
after the tremendous pressure of the quinquennial or de- 
cennial census were altogether or mainly passed. Whether 
the effort should be made to obtain the statistics of" all 
branches of manufactures as of the same date, or each 
great branch should be taken up by itself and treated as 
it best could under its own conditions and with reference 
to its own times and seasons, is a question requiring care- 
ful consideration,— a question to which, perhaps, answer 
could best be given through the results of trial. Which- 
ever way that question were decided, the present writer 
entertains no doubt that the knowledge to be gained re- 
garding these great and growing interests, through inves- 
tigations set on foot, during the intervals of the general 
census, by a statistician of the intelligence, energy, and 
prudence of the present head of the national Bureau of 
the Statistics of Labor,* would be far larger and far more 
accurate than all which it can be hoped to attain through 
a hurried enumeration, conducted in connection with the 
count of population. 

The only reason that could be adduced for taking the 
statistics of manufactures coincidently with those of popu- 


* Hon. Carroll D. Wright. 
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lation would be found in the supposed advantage of com- 
paring the statistics of product directly with the numbers 
of the people, whether in the country, as a whole, or 
within each section, State, or city; but the loss of the 
advantages of such comparison would be more than com- 
pensated by a slight degree of improvement in the manu- 
facturing statistics themselves. Moreover, it would gen- 
erally be practicable, within five years after an exact 
enumeration, to compute the population of the country, 
at any given time, to within one per cent.; always prac- 
ticable to make that computation to within two per cent. 
Now, if comparison were, for any purpose, to be made 
between population and manufacturing product, a differ- 
ence of one or two per cent. in the former element would 
be of no consequence. No one would presume to reach 
any theoretical conclusion, or to propose any practical 
measures, regarding industry or trade or taxation or the 
tariff, upon a distinction so fine. Indeed, a statistician 
would scarcely maintain that the statistics of manufactures 
themselves could, as a whole, be made accurate within five 
per cent., although in single departments of industry, 
where production is highly concentrated, a greater degree 
of exactness may be attained. 

Of the numerous subjects to which the central statisti- 
cal office might apply itself in the intervals of the national 
census — namely, wealth, taxation, and local public indebt- 
edness ; telegraphs, railroads, and internal commerce ; the 
lumbering, quarrying, and mining interests; the fisher- 
ies, newspapers, and periodicals; schools, libraries, and 
churches; hospitals, asylums, workhouses, reformatories, 
and other institutions for the afflicted, defective, depend- 
ent, and delinquent classes,—of these and other subjects, 
both old and new, of statistical investigation, it is not 
necessary to speak here at any length. If the Census 
Office, emerging from the storm of schedules falling upon 
it by the million, relating to population and agricult- 
ure, were given both authority and means to undertake 
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investigations like these, there would be little difficulty in 
determining their order of succession or the relative im- 
portance to be assigned to each; and though to digest the 
schedules of interrogatories relating to any one of these 
subjects, and to prepare the scheme for its canvass, would 
be a work requiring much discretion and great labor, the 
results, in competent hands, would be certain to exceed in 
value those which it is possible to obtain under the exist- 
ing system. Nor need the expense of a service thus pro- 
tracted through the intervals of the national census be 
greater than the cost of the less ample and adequate sta- 
tistics now obtained. There is great loss, both of econ- 
omy and of efficiency, in suddenly gathering together an 
army of statistical clerks, and as suddenly disbanding 
them when they have acquired a large measure of skill 
and technical knowledge. 

There is one class of statistics now taken in the census 
to which in these later pages no reference has been mafle ; 
namely, those relating to deaths and the causes of death. 
By the census law of 1850, a mortality schedule was 
placed in the hands of the assistant marshals; and it was 
sought to recover the facts of death for the twelve months 
preceding the enumeration. That effort has been con- 
tinued through each successive enumeration to the pres- 
ent time; but the results have never been satisfactory, and 
the changes palpably taking place in our domestic life are 
continually rendering it more and more difficult to com- 
pass the object sought. It requires a very considerable 
effort to bring the number of deaths reported up to 
seventy per cent. of those actually occurring during the 
year. Nor do the omissions take place with such uni- 
formity as to allow the results to represent, even approxi- 
mately, the relative mortality of the different sections. In 
some stages of settlement and under some conditions of 
domestic life,—e.g., in the older agricultural communities, 
— comparatively few deaths escape notice. In other com- 
munities, especially along the frontier or among mining, 
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lumbering, and grazing populations, the rate of omission 
far exceeds the average. Under these circumstances, the 
only value which the mortality returns of the census have 
ever possessed was through affording some rude means for 
computing the viability of the two sexes and their respec- 
tive liability to certain forms of disease; of doing the 
same thing, but even more incompletely, regarding the 
several main elements of population, as white or colored, 
native or foreign; of outlining, though very imperfectly, 
the disease-characteristics of the several sections of the 
country; and, lastly, of affording to the medical profes- 
sion some technical information, very doubtful in its 
nature, if taken without discrimination, yet capable of 
yielding, under a severely critical treatment, matter not 
without interest and instruction. The mortality returns 
of the census have never been sufficiently complete to 
allow an approximate life-table of the United States to be 
constructed, or to permit comparisons as to their respec- 
tive death-rates between States and sections. The present 
writer would hesitate to say that it is not worth while to 
continue to collect mortality statistics in the census, pro- 
vided nothing is to be substituted therefor. Ten years 
ago, he would not have scrupled to say this; but the mas- 
terly treatment of the returns of deaths at the Tenth 
_ Census, by Dr. John S. Billings, of the regular army, with 

the public-spirited co-operation of nearly thirty thousand 
physicians throughout the country, has established the 
possibility of securing results of high value from data 
so fragmentary, incomplete, and often inaccurate as those 
which this canvass brings into the Census Office. Yet 
there seems little reason to doubt that by more appropri- 
ate agencies, created for this special purpose, statistics 
much more worthy of the country, much more useful to 
the medical profession and to the life insurance interest, 
could be obtained, although nothing short of universal, 
compulsory registration of all deaths, under severe pen- 
alties for non-compliance, will put the United States on 
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the level of any other highly civilized nation in respect 
to information regarding the conditions of human life. 
After all is said, I think it must be conceded that the one 
class of statistics, among the many put upon the census 
since its first institution, which least fully justifies itself, 
is that now under consideration. 

Administratively speaking, the changes above proposed 
in the statistical service of the United States would be ex- 
ceedingly simple. The Census Office has expired by limi- 
tation of law. Instead of reviving it in 1888 or 1889, let 
the taking of the eleventh census be charged upon the 
existing Bureau of the Statistics of Labor, in the Depart- 
ment of the Interior,—the department which, since and 
including 1850, has had supervision of this work. If pos- 
sible, let the census period be reduced to five years;* but 
this is not of the essence of the proposed change. Let the 
law designate the inquiries which shall be made as of date 
June 1, 1890. These will of course embrace those found 
traditionally on the population schedule,— namely, age, 
sex, color, place of birth, occupation, parent-nativity, illit- 
eracy, etc.; probably, also, those relating to agriculture ; 
possibly, also, some other minor subjects, if good reason 
shall be shown to exist therefor. Let the character and 
scope of the statistical investigations to be set on foot ¢ in 
the intervals between the successive enumerations of the 


*The provision of the census law of March 3, 1879, intended to encourage 
and assist the several States to take censuses for themselves, at a date inter- 
mediate between the United States enumerations, proved a failure. 

+ As the one upon whose recommendation, largely, the provision for the 
appointment of special agents and experts was incorporated in the census law 
of 1879, and as the one who had the initiative in regard to the appointments 
actually made under that authority at the Tenth Census, I desire frankly 
to say that, while many noble results were obtained in this way between 1880 
and 1883, which otherwise could not have been obtained at all, or only with 
greatly diminished value, this feature of the existing law should undergo care- 
ful revision in a highly conservative spirit. The Census Office should still, in 
my judgment, be authorized to employ special agents; but the number of such 
officers and the term of their appointment should be limited. I think that this 
agency would be equally well used, with less liability to abuse, within more 
definite restrictions.— F. A. W. 
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people be duly indicated; but let the dates at which these 
shall be severally undertaken be left, at least within con- 
siderable limits of time, to the officers charged with the 
service. Let the aggregate amount which shall be ex- 
pended upon all the work of the census during the decen- 
nial or quinquennial period be, after full consideration and 
free conference, fixed in the law; but let the application of 
this amount to the several branches of the service be left 
to the department or bureau concerned. By this arrange- 
ment, the Census Office will have means enough, beyond 
all question or apprehension, for carrying out the main 
canvass,—that relating to population and agriculture,— 
and at the same time will be under strong incentives to 
enforce all reasonable economies, since, the more is saved 
from that canvass, the more will be left for carrying out 
the statistical work of the remaining years. In this way, 
with a liberal appropriation in the first instance, all danger 
of deficiencies will be avoided. The Census Office, setting 
on foot the several inquiries one after another, can cut its 
coat according to its cloth: whereas, if all the multitudi- 
nous investigations are to be begun at once, it will be 
beyond any man’s wisdom to provide that they shall all 
come out complete within a predetermined amount, unless, 
indeed, that amount be fixed very high. 

Nor do I see that any political perplexity or difficulty 
would be encountered in the proposed change. To charge 
the work of the census upon an existing bureau of the 
Department of the Interior, instead of creating a new 
bureau or reviving an old one, certainly raises no consti- 
tutional or political question. To assign different dates 
to the several minor matters of enumeration is fully 
within the competence of Congress, if that body has the 
authority to direct the collection of any statistics other 
than those of population; and, in this connection, it is 
well enough to call attention to the fact that the attempt 
to obtain the facts relating to manufactures goes back to 
1810, when Jefferson, Madison, and Gallatin were the 
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great lights of the dominant party, was repeated in 1820, 
under Monroe, and again in 1840, under Van Buren. 

That the present important work of the Bureau of Sta- 
tistics of Labor would not suffer injury by the imposi- 
tion of even so large a body of new duties will, I think, 
appear when one considers how closely and intimately 
the two services are related; how directly the experience 
acquired in either would prepare its officers for taking up 
the other; how immediately the material gathered in one 
branch of investigation — e.g., the facts, the names, the ad- 
dresses — would be found useful in facilitating the arrange- 
ments for and the conduct of the other. This is not a 
case where to widen is to weaken, where to increase the 
scope of a service is to diminish its efficiency. Given only 
adequate means and high executive ability, both classes 
of work, each for itself, should be better done by reason 
of the conjunction. 

Of course, if political or practical reasons are found td 
forbid the changes in organization or method herein rec- 
ommended, nothing remains to be done but to modify the 
Act of 1879, so far as experience may have shown this to 
be necessary, and to apply it, with a view to the best 
results, in the approaching enumeration. That law 
effected a vast, an unspeakable improvement upon pre- 
ceding census legislation. For the first time, it gave the 
central office at Washington adequate authority over the 
arrangements for taking the census, and over the enumer- 
ation while in progress. For the first time, it provided 
the proper local control and inspection of the delicate and 
difficult work of enumeration, through the appointment of 
one hundred and fifty district supervisors, chosen with 
reference to this duty, charged with this alone, and 
directly responsible to the central office, in place of the 
marshals of the United States courts,— officers who had 
been previously chosen with reference to altogether differ- 
ent duties, who were already overburdened with cares and 
responsibilities of the most urgent character and of a 
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widely diverse nature, and who, strangely enough, be- 
longed to a different department of the government from 
that to which the census was, by the Act of 1850, com- 
mitted. In place of the large and unwieldy enumeration 
districts, previously existing, with the greater portion of 
which the enumerators were, by the necessity of the case, 
unfamiliar, the Act of 1879 limited the districts to a size 
which practically secured the result that each enumerator 
should be acquainted, in advance, with the ground he was 
to traverse,— its highways and byways, its most secluded 
valleys and its remotest clearings; should be known to 
the inhabitants and known by them, an element of the 
greatest importance in securing official responsibility. 

The long forward step taken in the Act of 1879 can 
never be retraced, nor does the present writer believe 
that the loose talk heard in many quarters about carrying 
the census back to its original Constitutional function, ex- 
presses the real purpose of any considerable number of 
intelligent citizens. What the country wants is more 
information, not less. 

There never was a time when the demand for statistics 
was everywhere so great as at present. Even the trouble- 
some and pestilent criticisms and attacks, which every 
feature of our official reports now undergoes, represent 
chiefly the widening and deepening of the public interest 
in the results of the enumeration, although the zeal so 
displayed is not always according to knowledge, nor is 
the spirit manifested always that of charity or candor. 
If the number of persons competent to criticise intelli- 
gently at least some one considerable portion of the 
census be ten times as great as it was, say, twenty-five 
years ago,—and I have no doubt that this is the case,— 
the number of those who, while not experts in statistics, 
are yet capable of making intelligent use of some integral 
part of what the census may declare, is at least twenty 
times as great. Moreover, at the present time, instead of 
the great majority of citizens, even among the reading and 
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thinking classes, neither knowing nor caring to know 
what the census has to tell, we find nearly the whole 
body of our people actively and eagerly interested in the 
results of a national enumeration. It is safe to say that 
at the census of 1880 there were a hundred demands for 
early information to one in 1870. 

Nor are we confined to this fact alone for proof of the 
assertion above made. The issues of the newspaper press 
of to-day fairly bristle with figures. The able and astute 
managers of these great public organs are not acting 
vainly or lightly in this matter. They well know the in- 
terest which their vast constituencies feel in the statistics 
which reveal the social and industrial progress of the 
nation. Whether editors or Congressmen make the freer 
use of statistics may well be a matter of doubt. 

Whether one compares the American newspaper of 
to-day with that of a former period in this respect, or com- 
pares the Record of the Fiftieth Congress with the Globe 
of the Fortieth as to the number and extent of statistical 
tables now and then ; or compares the public lectures and 
addresses of our time with those of the ante-bellum age ; 
or notes the large space devoted to political and social sci- 
ence in our universities and colleges and even in our high 
schools, in contrast with the utter blank in this department 
of their old catalogues; or studies the proceedings of com- 
mercial conventions or manufacturing associations,— he 
finds everywhere the proofs of a rapidly rising, fast ad- 
vancing interest in statistical matters. To suppose that 
at such a time the United States — which has, almost from 
its beginnings, occupied the first place among the nations 
of the earth as to the extent and variety of its statistics, 
except only those relating to births and deaths — is to fall 
back from its high place and surrender ground to the 
advocates, if such there be, of political ignorance, is to 
assume that a large effect will be produced without a 


cause. 
Francis A. WALKER. 
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THE WORKINGS OF THE INTERSTATE COM- 
MERCE LAW. 


THE career of the Interstate Commerce Commission has 
been equally remarkable whether looked at as a matter 
of history, of law, or of political economy. Its work has 
been a surprise both to its advocates and its opponents. 
Instead of being an administrative body whose chief duty 
it was to suspend the operation of certain sections of a 
particular statute, it has given a series of judicial decisions 
which are read and quoted as authority,—not on the 
meaning of the Interstate Commerce Act only, but on 
general questions of transportation. Never, perhaps, has 
an important body of new law been so rapidly created 
and so generally obeyed. The authority of the Interstate 
Commerce Commission was as indefinite as that of the 
English Commission established in 1873, and its depart- 
ure from accepted legal traditions has been much wider. 
Yet the American Commission has done more work in 
making and settling questions of law in seven months 
than was accomplished by the English Commission in 
twice that number of years. A really sound principle, 
uttered by a public authority which commands respect, 
becomes law with surprising ease. A false principle, 
however often repeated, is evaded and nullified. 

The Interstate Commerce Act, as finally passed, con- 
tained four sets of provisions: 1. A reaffirmation of the 
common-law doctrine of equality of treatment, with cer- 
tain special provisions as to publicity and stability of 
rates, which should aid in securing such equality; 2. The 
prohibition of a greater aggregate charge to or from an 
intermediate point than for the whole through route,— 
the so-called Short Haul Clause; 3. The prohibition of 
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pools; 4. The establishment of a Commission to aid in 
enforcing the law, but with power to suspend the execu- 
tion of the Short Haul Clause in certain cases. 

The general provisions against discrimination were ac- 
cepted almost without debate. They simply affirmed 
some of the most elementary principles of justice, whose 
violation by short-sighted officials had given force to the 
public demand for railroad regulation. The railroad com- 
panies themselves did not oppose these sections. The 
better class of railroad managers and agents really de- 
sired to see these most serious abuses stopped; the worst 
class rejoiced in the belief that this section of the law 
would be practically inoperative; while the average rail- 
road man, who was neither better nor worse than his 
fellows, was quite content to concede this measure of 
restriction and this amount of authority to the United 
States courts, lest a worse thing should befall him. These 
sections, therefore, met with little opposition. Some com- 
plaint was made with regard to the enforced publicity 
and stability of rates, but it was not a ground of serious 
opposition to the bill. 

The short-haul clause attracted far more attention. 
This was no mere general restatement of common-law 
principles, but involved a specific prohibition of a certain 
form of local discrimination. It had been Mr. Reagan’s 
intention to make this exceedingly stringent, and force 
the railroads to a system of charges which should not 
vary very greatly from equal mileage rates. The Senate 
bill, on the other hand, was so much milder in its require- 
ments that comparatively few of the railroad tariffs would 
have been seriously affected by it. No real compromise 
was possible between such divergent opinions. It was, 
however, possible so to modify the phraseology of the 
Senate bill as to give color to a more stringent interpre- 
tation than that which was really intended. This was 
what was actually done. Fearing that they could not 
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command a majority for any really definite provision on 
this head, the conference committee approved an indefi- 
nite one, which Mr. Cullom interpreted in one way, but 
which Mr. Reagan, with equal confidence, explained as 
meaning something entirely different. 

The clause against pools was, in some sense, foreign to 
the general tenor of the bill. Pools had been a means 
employed by the railroads for checking to a considerable 
extent those discriminations which the bill was designed 
to prevent. It is probable that those advocates of the 
House bill who thought about the matter at all, and did 
not vote from a general sentiment of distrust of the rail- 
roads, feared that, if pools were permitted, the railroads 
would comply with the requirements of the law by level- 
ling up their through rates rather than by levelling down at 
intermediate points. They desired and expected that the 
law should produce a reduction in rates, and feared that 
pools might be used to defeat that end. When forced to 
yield their point with regard to the Commission, the advo- 
cates of radical measures were able to insist all the more 
strongly on the clause against pooling. 

The provisions with regard to the Commission originated 
with the Senate committee. Mr. Reagan and the majority 
of his colleagues in the House were opposed to them. It 
was thought that such a Commission, with discretionary 
power to suspend the operation of certain sections of the 
Act, might readily make it a dead letter. At any rate, it 
would deprive the law, in the eyes of the railroads, of 
some of its most obnoxious features. This was why Mr. 
Reagan opposed it and why Mr. Cullom advocated it. 
The subsequent history of the Commission has been quite 
different from the expectation of either party. 

Every one supposed that the duties of the Commission 
would be largely of a negative character. They had the 
power to suspend one section of the Act which was re- 
garded as specially dangerous. In the debates on the Act, 
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this power had been treated as the really essential thing 
about the Commission. It was on account of the posses- 
sion of this power that it was advocated by some men and 
opposed by others; while those who were neither active 
in support nor in opposition were inclined to regard the 
Commission as a sort of buffer, which was to prevent the - 
collision between the law and the railroads from becoming 
too violent. On the whole, its creation was regarded as 
rather a favor to the railroads. The first important acts 
of the Commission tended to confirm this impression. The 
applications of the Southern and other railroad systems 
for a suspension of the Act were granted,— for a limited 
time only, but, nevertheless, in so indiscriminate a fashion 
as to give color to the idea that the law would become a 
dead letter. 

Impartial observers were generally disappointed. Even 
those who disbelieved in the wisdom of the short-haul 
clause, and who had the utmost confidence in Judge 
Cooley and his associates, did not hesitate to express their 
dissent from the policy thus adopted. But they did the 
Commission injustice. The Commissioners did not for a 
moment think of making these temporary suspensions per- 
manent. They gave them their general and sweeping 
character, in order that no one might regard them as a 
precedent for final action. From the Report of the Com- 
mission, it appears that they were, at the outset, substan- 
tially agreed upon the line of policy which they finally 
adopted, but that they deemed it wise to make these tem- 
porary suspensions: first, because they did not like to utter 
a final opinion without fuller opportunity to hear the 
evidence on both sides; and, second, in order that the rail- 
roads and the shippers of the country might have more 
time to adjust themselves to the new law without violent 
disturbance. 

If any persons thought that the Commissioners intended 
to make the law a dead letter, they were soon undeceived, 
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—long before the definite opinion was rendered. In a 
hearing at New Orleans, one of the witnesses presented 
an elaborate argument to the Commission, showing the 
unwisdom of the law. To this Judge Cooley, speaking 
for the Commissioners, declined to listen. The witness 
urged that his idea was to show that the enforcement of 
the law was unwise, and that it should be suspended under 
the discretionary power of the Commission. The reply of 
Judge Cooley was as follows: — 


We have no such discretionary power whatever, to suspend this 
law or any other law. This law provides that in exceptional cases 
we may make an order, but the question is whether an exceptional 
case is shown. The petitioners before us think that by their peti- 
tions they have shown such a case, and we are ready to hear your evi- 
dence, or the evidence of any other person tending to show the excep- 
tion; but you produce nothing so far, in argument or otherwise, that 
tends to show an exception. On the other hand, all that you show 
tends to support the proposition that the law is in itself unwise. We 
have no business to assume that, and we do not expect to assume it 
under any circumstances. ... It is a part of the law itself, however, 
that under certain circumstances we may make exceptions; but, in 
order to entitle us to make the exceptions, there must be some show- 
ing, first by petition and then by evidence, that the exceptional case 
does exist. 


When the Commissioners finally rendered an opinion 
(June 15, 1887, In re Louisville and Nashville, 1 Inter- 
state Commerce Reports, 31), they still further narrowed 
the range of probable exceptions. They call attention to 
the fact that in the bill as originally drafted by the Senate 
committee there was a somewhat stringent provision with 
regard to rates, combined with more general powers for 
the Commission to grant relieving orders; but that, in the 
bill as modified and finally adopted, not merely were the 
powers of the Commission narrowed, but the law itself 
was also considerably changed by the introduction of the 
phrase “under substantially similar circumstances and 
conditions.” ‘After mature consideration,” says Judge 
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Cooley, “ we are satisfied that the statute does not require 
that the Commission shall prescribe in every instance the 
exceptional case, and grant its order for relief before the 
carrier is at liberty in its tariffs to depart from the general 
rule.” In developing this idea, the Commissioners clearly 
foreshadowed the lines of their subsequent policy. The 
effect of this decision was not to suspend the short-haul sec- 
tion of the Act, but to give such an interpretation to that 
section as should render its suspension necessary. They 
try to give the mildest possible construction, but the few- 
est possible exceptions. 
The section in question reads as follows : — 


Sec. 4. That it shall be unlawful for any common carrier subject 
to the provisions of this act to charge or receive any greater compen- 
sation in the aggregate for the transportation of passengers, or of like 
kind of property, under substantially similar circumstances and con- 
ditions, for a shorter than for a longer distance over the same line, 
in the same direction, the shorter being included within the longer 
distance ; but this shall not be construed as authorizing any common 
carrier within the terms of this act to charge and receive as great 
compensation for a shorter as for a longer distance. Provided, how- 
ever, That upon application to the Commission appointed under the 
provisions of this act, such common carrier may, in special cases, 
after investigation by the Commission, be authorized to charge less 
for longer than for shorter distances for the transportation of passen- 
gers or property; and the Commission may from time to time pre- 
scribe the extent to which such designated common carrier may be 
relieved from the operation of this section of the act. 


The Commission interprets this section as follows: — 

1. When the circumstances and conditions are not sub- 
stantially similar, the Act does not apply. The railroads 
can disregard it without special authority from the Com- 
mission. 2. Where the conditions are similar, the Commis- 
sion will not ordinarily suspend the operation of the Act. 
They will not do it even when it seems to be for the 
interest of all parties concerned, unless the case is excep- 
tional, and one of peculiar hardship. In the case of 
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Vermont State Grange v. Boston and Lowell (1 Interstate 
Commerce Reports, 158), the low rates for through busi- 
ness were the only means by which that company could 
secure any share of the traffic. The Commissioners ad- 
mitted that it was the right and even the duty of the Cen- 
tral Vermont to obtain and keep up a through business, if 
they could do so without violation of law. They admitted 
that no injustice was done to the local traffic. They were 
entirely satisfied that a large through business is essential 
to this line, if it is to continue to be a useful line even for 
local business. They are also satisfied that the people of 
Vermont are largely interested in the low rates on the 
long-haul traffic, and that the company cannot afford 
to reduce the rates on the local traffic. Nevertheless, they 
regard the low through rates as a violation of the law, and 
do not consider the case as sufficiently exceptional to jus- 
tify them in suspending the operation of the Act. They 
refuse to make such suspension where it is in some sense 
both just and necessary, because the case is not excep- 
tional. Congress has passed a law which will affect many 
interests adversely; but, having passed it, Congress pre- 
sumably intends that it shall not be generally suspended, 
but generally obeyed. 
But what constitutes a dissimilarity of circumstances 
and conditions, which will justify the roads in charging 
less for the whole route than for a part of it? Although 
the Commissioners said that the railroads must decide this 
for themselves, they also indicated what sort of a deci- 
sion was likely to meet with the approval of the Commis- 
sion. The railroads might make exceptions in the case of 
competition with other routes not subject to the provisions 
‘of the Act. In other words, they might protect themselves 
against water routes or against Canadian railroads. But 
they could not make any exceptions because of the supe- 
rior advantage of through traffic as such, even though it 
should be shown to be less expensive to the carrier; nor 
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for the purpose of encouraging particular industries or 
localities; nor because the long-haul traffic will be de- 
stroyed by raising rates to the level of the intermediate 
points. 

The effect of this interpretation was greatly to reduce 
the importance of the long and short haul clause. Had 
Mr. Reagan’s view been adopted, and the railroads forced 
to adopt equal mileage rates, it would have been disas- 
trous to the business of the country. Mr. Cullom’s milder 
interpretation, which simply forbade a greater aggregate 
charge for the intermediate point, brought the law into 
harmony with the policy which the better managed roads 
were trying to carry out. And the definition of “similar 
circumstances” adopted by the Commission just about 
covered the exceptions which such roads had found them- 
selves forced to make in pursuing that policy. They had 
in many instances made special rates which violated the 
short-haul principle, on grounds which the Commissioners 
had pronounced indispensable; but their tariff rates were 
in general conformity with it, except as they were affected 
by uncontrolled water competition. The weaker roads 
were the only ones that suffered much, or found much 
difficulty in conforming to the requirements of the Act. 
The Commissioners report that this section is quite gener- 
ally obeyed throughout the North and East, and in general 
by the more powerful corporations passing through rich 
districts; that the exceptions which still remain are chiefly 
on the Southern and Transcontinental lines. The roads 
that suffer are the ones which must have a share of the 
through traffic in order to live, and must make special 
concessions in order to secure it. 

The difficulty of applying this section of the Act will be 
much diminished if other transportation agencies besides 
railroads be subjected to its provisions. The Commis- 
sioners distinctly recommend that it be extended to in- 
clude express companies, and suggest that it might be 
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applied to water transportation also. Were this done, the 
general result of the changed system of rates would not 
improbably be to the distinct advantage of the railroads: 
the only serious sufferers would be the minor distributing 
centres, which would be deprived of some of the special 
advantages that they have hitherto enjoyed. 

But, while the conflict between the short-haul clause 
and the practice of the better railroads was thus rendered 
less sharp than had been expected, the general sections 
against discrimination were applied with a vigor which 
surprised every one. 

When the Act was first passed, the railroads made a 
strong and, on the whole, surprisingly successful effort to 
do away with personal discrimination in some of its worst 
forms. They had abolished the free-pass system in so 
thorough-going a fashion as to produce no little outcry 
from those people who thought they had a prescriptive ; 
right to travel without paying for it. They had termi- 
nated their contracts with individual shippers so generally 
as greatly to surprise those observers who knew how 
deeply rooted was the system in the railroad practice of 
the country. Direct, personal discriminations in rates 
almost ceased: where the law was violated in this respect, 
it was by false description of goods, false weight or classi- 
fication, rather than by direct rebates or differences in 
charge. Having gone as far as this, the railroads.thought 

\ that they were safe. 

They were mistaken. The Commission soon showed 
that they intended to have these sections against discrimi- 
nation applied to the fullest extent. The law allowed the 
railroads to sell mileage tickets; but the Commission in- 
sisted that they must be sold to all persons impartially, 
and not at reduced rates to particular classes of travellers, 
even when such reductions were made on grounds which 
might seem beneficial to the public as well as the rail- 
roads. The law said that the railroads must treat all 
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shippers of freight alike: the Commission insisted that the 
railroad agents must obey the spirit as well as the letter 
of this section. In Keith v. Kentucky Central, it was held 
that exclusive contracts for terminal facilities were unlaw- 
ful; that a common carrier of live stock is subject to the 
legal duty to provide reasonable and proper facilities for 
receiving and discharging from its cars such live stock as 
is offered for transportation, free of all except the custom- 
ary transportation charges. It did not fully discharge this 
duty by receiving on and discharging from its cars live 
stock at a depot access to which must be purchased. In 
Providence Coal Co. v. Providence and Worcester, it was 
held that the railroads could not lawfully make allowances 
for large shipments, which would give one dealer an ad- 
vantage over his smaller rivals. The railroads might make 
lower rates for carloads than for parcels: this was a neces- 
sity of railroad economy. But in dealing with larger quan- 
tities, even though some advantage was realized by the 
railroads from the centralized shipments, their duty as 
common carriers forbade them to apply the wholesale prin- 
ciple on such. Their obligation to treat their customers 
equally could not be set aside on the ground of any econ- 
omy in dealing with one man rather than several. 

These decisions were important, because they struck 
directly at some of the worst abuses in American rail- 
road management. It was the violation of these principles 
which had given rise to scandals like those connected with 
the Standard Oil Company. It was a source of general 
satisfaction to see the sections thus construed and applied. 
But there was another series of decisions, whose wisdom 
was more doubtful, where the Commissioners strove to 
prohibit local discrimination under these general sections. 
In the case last cited (Providence Coal Company v. Provi- 
dence and Worcester), they required that the charges to 
Providence on one branch should be as low as to East 
Providence on another, although the former was so 
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crowded with traffic that it was much more convenient 
for the railroad to deliver freight at the other. In two 
cases with regard to Dakota wheat, the Commission in- 
sisted that rates on one branch could not be made inde- 
pendent of those on another branch of the same line, and 
made positive orders with regard to the amount which the 
company should be permitted to charge. The decisions 
in these cases practically assume the rate-making power 
for the Commission, and there is every indication that they 
will be called upon to apply it extensively. There is no 
doubt that the wording of the sections against discrimina- 
tion applies to local as well as personal differences: there 
is some serious doubt how far a body of five men, however 
wise, can undertake to make railroad rates for the country. 

But these doubts and difficulties belong to the future. 
Thus far, the career of the Commission has been a brilliant 
success. Instead of nullifying the law, they have made it 
enforceable. They have given it a construction and an 
application which really mean something. In so doing, 
they have created and are creating a body of transporta- 
tion law, outside of the Act itself. They are wanting in 
many of the external characteristics of a court. But they 
have this most important characteristic, which counts for 
more than anything else: that their decisions are quoted 
as law, and are being successfully enforced, where other 
courts, with far greater nominal authority, have failed to 
accomplish their object. How is it that five men, with 
so little apparent power and without the authority which 
long usage confers, have been able to succeed where their 
predecessors have failed ? 

It is because they understand railroad business suffi- 
ciently to choose principles which can be really carried 
out, instead of relying on analogies and traditions derived 
from a totally different system of transportation and pro- 
duction. The tradition of the courts was that rates should 
be based upon fost of service. It was never systematically 
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applied even by those who enunciated it. So acute a 
thinker as Adam Smith spoke in almost the same breath of 
the necessity of basing tolls upon cost of service and the 
fact that pleasure carriages are charged higher rates than 
drays, without apparently perceiving that the facts contra- 
dicted the theory. Neither in turnpike nor canal tolls 
was the principle ever consistently carried out. Rates 
were based upon value or upon what the traffic would 
bear, quite as much as upon cost of service; and in the 
very earliest English railroad charters, which were based 
upon the model of canal charters, great varieties in rates 
were allowed on the same goods according as they were 
intended for export or for home consumption. Neverthe- 
less, the courts clung to the theory of cost of service as a 
basis for differences in charge. It was the only one which 
they found it possible to apply readily to cases which were 
presented to them for action. It seemed at first sight like 
an easy one. But the effort to make cost the standard 
really proved the great drawback to all successful attempts 
on the part of the courts to check railroad discrimination. 
They had adopted a principle which could not be carried 
to its logical conclusion without disaster to the business 
interests of the whole community. The attempt to base 
regulation of rates upon an impracticable theory had the 
effect of making all such regulation almost inoperative. 
The cost of railroad service consists of two elements,— 
operating expenses and fixed charges. The former includes 
the cost of handling and carrying the goods. It consists 
chiefly of charges for train and station service and supplies. 
The fixed charges, on the other hand, are those which 
attach to the business as a whole rather than to any par- 
ticular part of it: such are interest charges, administrative 
expenses, and cost of maintenance, so far as this is due to 
weather rather than to wear. It is a principle of good 
railroad economy that each piece of traffic should pay its 
share of the operating expenses. If it did not do so, it 
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would be better to do without the traffic than to handle it. 
The exceptions to this are more apparent than real. But 
it by no means follows that each piece of traffic should pay 
its share of the fixed charges. On the contrary, if busi- 
ness is of such a character that it can only be secured 
by the lowest possible rates, any margin, however slight, 
above operating expenses is an advantage to the railroad. 
The business is made to contribute something to the fixed 
charges ; while, if it were lost altogether, these charges would 
remain the same and the means of defraying them would 
be slightly less. There are very few roads on which ship- 
ments of coal or lumber pay anything like their proportion 
of the fixed charges. But if this coal or lumber business 
were lost, and nothing left to take its place, the community 
and the railroads would both be worse off for it. 

It may be said broadly that railroad freight is of two 
kinds. There is valuable traffic, which can pay high rates, 
but which is, under almost any circumstances, limited in 
quantity ; and there is cheap traffic, which cannot under 
any circumstances pay high rates, but which under suffi- 
ciently low ones may be secured in very large amounts. 
If a railroad is so rich that it can pay all its interest 
charges without any special effort, it is possible to pass a 
law demanding that these two kinds of traffic shall be 
treated in the same way. But the majority of the rail- 
roads are not thus situated. Many of them are scarcely 
meeting their current obligations. Anything which ren- 
ders railroad business unprofitable will diminish the exten- 
sion of facilities which the community needs; and no sys- 
tem of legislation is so sure to render railroad business 
relatively unprofitable as the attempt to enforce the same 
treatment for both of these classes. 

The cost of handling rich ores differs but slightly from 
that of handling building stone, but the method by which 
the two classes of goods can contribute to the support of a 
railroad is totally different. Within moderate limits, the 
shipment of ore will be the same whether rates be high or 
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low. The supply is so far limited that a reduction in 
charge is apt to go into the pockets of the mine-owners, 
without seriously affecting the total supply or the general 
convenience of the community. On the other hand, the 
attempt to impose high rates on ordinary stone would so 
far check the traffic as to involve serious loss to every 
one; while the reduction in rates involves a gain of busi- 
ness to the road and lower prices to the community. From 
any attempt at enforced equality, the business interests of 
the country would lose rather than gain. Reduction in 
the rates on ore would have only a very slight beneficial 
effect: increase in the rates on stone would have a disas- 
trous one. Either process would interfere with the power 
of the railroad to meet its fixed charges. 

What is true as between different classes of goods is 
true to a less extent in the comparison between local and 
through traffic. The former is more or less limited in 
quantity: the latter can be expanded almost indefinitely. 
In order that a railroad may be built at all, it is often 
necessary that it should have the chance of securing rela- 
tively high rates on the limited volume of local business 
and a share in the large and cheaply handled through 
traffic, which can only be obtained at much lower propor- 
tionate rates. If the railroad is to be profitable under the 
general scale of charges to which railroads are to-day 
limited, it must have something analogous to the taxing 
power. It must be able to obtain a larger proportion of 
the fixed charges from those lines of business where the 
supply and demand are so limited that they can pay the 
higher rates with least disturbance of the business rela- 
tions of the community and of the world. This is the 
principle of charging what the traffic will bear. The 
attempt of the courts of England and the United States 
to apply a different principle has been practically without 
effect. The attempt which has been made at one time or 
another in almost every country to fix schedules of rates 
in disregard of it has proved disastrous to all concerned. 
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It has so far crippled the railroads that they could not 
make the needed improvements and extensions, and has 
so far diminished railroad enterprise and railroad efficiency 
as to hurt the very men whom it was designed to benefit. 
The Granger legislation was an instance in point. A 
brief trial of the levelling principle was sufficient to show 
that it could not be applied. 

Yet these attempts at legislation were often justified by 
the arbitrary action of the railroads in the application of 
their own principle. They claimed the right, not merely 
to use the taxing power, but to be themselves the judges 
of how it should be applied. Its administration was some- 
times in the hands of local freight agents, who granted the 
special rates to the wrong lines of business and the wrong 
men,—a short-sighted policy, which might finally react 
against the railroad itself, but under which the shippers 
were totally helpless for the time being. Where the sys- 
tem of personal discrimination had taken root, these abuses 
were intolerable. They were worst of all in times of 
active railroad war, when the whole system of rates varied 
from day to day and from place to place. 

What the Commission undertook to do was to adopt the 
railroad principle, but to insist that it should be impar- 
tially and equitably applied. They admitted with but 
slight reservation the theory of the railroad managers, but 
they did not for a single instant admit their claim to be 
the sole judges of how it should be applied in practice. 
They said, in effect, As far as the statutes do not distinctly 
prohibit it, you may charge what the traffic will bear; but, 
if you make this a pretext for charging what the traffic 
will not bear, we shall at once interfere. This was un- 
questionably the right ground to take. If they had fol- 
lowed the practice of the older courts, and tried to base 
rates on cost of service, the necessities of business would 
have been too strong for them, and would have overthrown 
their principle and their authority. But by taking a 
ground suited to the necessities of the community, and 
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one which the better class of railroad men admit and 
understand, they have laid the basis for a really effective 
system of regulation. Whatever may be the errors of 
detail, the fundamental basis of their decisions is sound. 
It is hardly too much to say that it is the only sound law 
which we have with regard to railroad rates. Everything 
else either concedes too much or too little to the discre- 
tion of the companies: it either gives them a power which 
enables them to evade their obligations as common car- 
riers, or it attempts to limit that power on grounds which 
never could or would be carried to their logical conclusion. 

Let us examine the theory of the Commissioners as 
shown by their actions and utterances : — 

1. Rates cannot be based on cost of service. 


While cost, as has been said, is an element to be taken into account 
in the fixing of rates, and one of the very highest importance, it can- 
not, for reasons well understood, be made the sole basis, but it must 
in any case be used with caution and reserve. ... Any attempt to ap- 
portion the cost therefore would at the best, and under the most 
favorable circumstances only reach an approximation. This is so 
well understood the world over that the propositions which from time 
to time have heen made in other countries to measure the charges of 
the carrier by the cost of the carriage solely, have always been aban- 
doned after investigation. (1 Interstate Commerce Reports, 63, 64.) 


2. It may be good public economy as well as good rail- 
road economy that different kinds of traffic should be 
treated on different principles, independent of differences 
in cost of service. 


It is very evident from these figures that neither on the local traf- 
fic alone, nor on that and the joint traffic can a first-class road be 
maintained. It is, therefore the right and we may say the duty of 
the managers of the Central Vermont to obtain and keep up a 
through business, if they can do so without injustice to the local traf- 
fic and without violation of law. No injustice is done to the local 
traffic by taking through traffic at very low rates, provided the doing 
so neither makes the local traffic more expensive nor otherwise in- 
commodes it.... We are also satisfied that the people of Vermont 
are largely interested in the low rates on the long-haul traffic... . It 
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is highly probable that if the people of that State pay high rates on 
local traffic they are fully compensated in the low rates on long-haul 
traffic. (1 Interstate Commerce Reports, 180.) 


Though the Commissioners in this case decided against 
the legality of the particular rates in question, they did so 
not because this was unjust discrimination under the gen- 
eral clause, but because the short-haul clause was the law 
which governed their action, and could not be departed 
from by them on considerations “of equity or of what 
would be for the interest of the parties concerned.” 


Every railroad company ought, when it is practicable, to so ar- 
range its tariffs that the burden upon freights shall be proportional 
on all portions of its line, and with a view to revenue sufficient to 
meet all the items of current expense, including the cost of keeping 
up the road, buildings, and equipment, and of returning a fair profit 
to owners. But it is obvious that, in some cases, when there is water 
competition at leading points, it may be impossible to make some 
portion of the traffic pay its equal proportion of the whole cost. If it 
can then be made to pay anything toward the cost, above what the 
taking of it would add to the expense, the railroad ought not, in gen- 
eral, to be forced to reject it, since the surplus, under such circum- 
stances, would be profit. As has been tersely said by M. de la Gour- 
nerie, formerly Inspector-General of bridges and railways in France, 
@ railroad “ought not to neglect any traffic of a kind that will increase 
its receipts more than its expenses”; and long-haul traffic which can 
only be had on these terms may sometimes be taken without wrong- 
ing any one, when, to carry all traffic, or even the major part of it, 
at the like rates, would be simply ruinous. (1 Interstate Commerce 
Reports, 79.) 

For many years it has been the practice of the railroad companies 
connecting Boston with western points to make the rates from such 
points to Boston, upon grain and provisions for export, as low as the 
rates to New York, although the rates upon property for local con- 
sumption have during the same time been higher to Boston than to 
New York, the distance being somewhat greater. The rates to the 
seaboard and abroad, it was shown, are in effect determined by the 
shortest line from the interior, which for this purpose is the Pennsyl- 
vania line; the other lines conforming substantially to those rates as 
a security to participation in the traffic. ... Making the allowance in 
some form has been essential to the existence of the trade, since the 
ocean rates from Boston and New York are not materially different 
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and higher interior rates would exclude Boston altogether from par- 
ticipation in the foreign trade ... As explained by the petitions and 
the evidence adduced in their support, the rebate has for its purpose 
to correct an inequality that would otherwise exist, and which, by 
making the cost of foreign shipments by way of Boston greater than 
by way of New York, would practically exclude shippers from the 
choice of the Boston route, though the distance from interior points 
to the foreign market would be practically no greater by that route 
than by the other. ... If such is the real nature of the so-called rebate 
... and if no discrimination is made between persons engaged in the 
foreign traffic, but the rebate is paid impartially, and only as a means 
of protecting the Boston route for the export trade against an excess 
in charge that would be ruinous to it, then it is obvious there is no 
occasion for calling upon the Commission to give sanction to a prac- 
tice which would be legal without it. (1 Interstate Commerce Re- 
ports, 24-27.) 


3. This principle cannot be held to justify artificial cases 
of inequality. 


It is just as much the duty of the common carrier, in making its 
low rates on long hauls, to consider whom they may ruin as whom 
they may build up; and, while the carrier cannot be held responsible 
for the consequences which flow legitimately from tariffs impartially 
arranged, it cannot justify on the ground of public benefit the unequal 
rates which, however beneficial to some, may be equally mischievous 
to others. A great establishment, strengthened by the favor of public 
carriers until it acquires the power to crush competition, and actually 
exercises that power, may by that very fact become an enemy to the 
civil State ; and no benefit it can give to the public, in the low prices 
of its commodities or otherwise, can compensate for the general sense 
of wrong which those must feel who are injured by it, or for the sen- 
timent which grows up in view of its operations, that the law fails to 
give the equality of right and privilege which it nominally promises. 
(1 Interstate Commerce Reports, 68.) 


In applying the principle laid down in this decision the 
Commissioners will themselves examine whether the traffic 
will bear a particular rate. In exempting the railroads 
from the obligation of basing their rates on cost of service, 
they do not free them from all control. On the other 
hand, they subject them to a control which may, under 
certain circumstances, be even more stringent than the 
other. 
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While the inhibition of the fourth section of the statute against 
charging more for a shorter than for a longer distance over the same 
line does not literally apply, the defendant is, under the circumstances, 
required to make its rates reasonable on both branches of its road. If 
the two lines were separately owned and operated, competition might 
substantially equalize the rates: And the fact that one company con- 
trols parallel lines affords no warrant for giving superior advantages 
to the patrons of one line, and denying similar advantages to those 
of the other line. It may not be essential that the rates on the two 
lines should be identical. Some difference on account of greater dis- 
tance and increased operating expenses, and the conditions affecting 
the traffic may be reasonably permissible. Nor is it enough that 
independently considered, as if the parallel line did not exist, the 
higher rates might be deemed reasonable. They should be relatively 
reasonable, in view of their relations to each other and their effect 
upon the public, in order to prevent undue and unreasonable preju- 
dice and disadvantage, and thus in their results become unjust and 
unreasonable. . . . If the different rates on the two routes worked no 
hardship or injustice to any one, there would be no occasion for cor- 
rective remedies; but when, as the fact was shown in this case, the 
producers and millers located in the petitioning towns and along that 
division are seriously injured, and their business disastrously affected 
by the double flat rates charged them, the public interests are con- 
cerned, and a case is presented demanding redress. These rates obvi- 
ously preclude competition with the Minneapolis and St. Paul mills and 
those on the River Division....The act to regulate commerce de- 
mands such adjustments of rates as shall not discriminate unduly in 
favor of the business of certain localities, and prove destructive to simi- 
lar pursuits in other localities. (Boards of Trade Union of Farmington 
et al. v. Chicago, Milwaukee and St. Paul, 1 Interstate Commerce 


Reports, 215.) 


The decision in the case last cited is almost identical in 
its effects with similar decisions in England: in its grounds 
and principles, it is totally different. The final reason for 
enforcing the equality is that the traffic will not bear 
other treatment. Questions of cost are made an inciden- 
tal means of determining the amount of inequality permis- 
sible, rather than a criterion of the right of the railroads 
to act as they do. This distinction is important. It 
shows why the common-law principle of equality may 
be successfully applied by the Commission when it has 
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failed in the hands of the courts. Equality based on 
what the traffic will bear is a very different thing from 
equality based on cost of service. 

The adoption of this basis for equality is simply the rec- 
ognition of a sound principle of political economy, which 
we cannot better formulate than in the words of the Com- 
mission itself in their report to the Secretary of the Inte- 
rior. “The question of rates is often quite as much a 
question between rival interests and localities as between 
the railroads and any one or more of such localities or in- 
terests.” “A railroad company may be rather a nominal 
than a real defendant; the rate, the classification, or the 
practice complained of may concern some class of its 
customers who approve and defend it more than does the 
railroad company itself, and the company might be en- 
tirely willing to make the change demanded, but for the 
fact that its doing so would bring forward a new class of 
complainants.” 

This strikes the point squarely. There is not in Ameri- 
can railroad practice a collision of interest between ship- 
pers as a class and railroad owners as a class. Laws based 
on the supposition that there was, have done much more 
harm than good. It is for the interest of the shippers to 
have railroad profits high, in order that railroad facilities 
may be increased: it is for the interest of the railroads to 
reduce their rates, because the progress of invention is 
constantly making it relatively better economy to do a 
large traffic at low rates than a small one at high rates. 
But the real ground for so much well-founded complaint 
is that railroads have made reductions for one man and 
not for another; producing an inequality whose benefit to 
the company is but trifling, while its advantage or injury 
to the respective classes of shippers is enormous. It was 
the error of the English Commission that they tried to 
treat these differences as purely matters of railroad econ- 
omy. It is the merit of the American Commission to have 
treated them on broader principles of political economy. 
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The kind of work begun by the Massachusetts Commis- 
sioners nearly twenty years ago is being carried out to-day 
over a wider field, and applied to far more difficult prob- 
lems. 

For the success of the Commissioners in the past few 
months must not blind us to the fact that in the imme- 
diate future they are likely to meet with a series of diffi- 
culties which will tax their skill to the utmost. It is an 
easy thing for a man who understands the subject to state 
sound principles. It is a hard thing, however good his 
understanding and however sound his priavipiex. to apply 
them to anything so complicated as the railroad business 
of the United States. 

The difficulties under the short-haul clavse will prob- 
ably not be very great. The Commissioners, as we have 
seen, have generally disclaimed the intention of making 
exceptions. Where foreign competition existed of such 
a character as to constitute substantially different circum- 
stances and conditions, the railroads might take the re- 
sponsibility of making the exceptions themselves. Where 
such foreign and water competition did not exist, the 
Commission would not, as a rule, afford any relief. Each 
decision under the fourth section shut off a vast amount 
of possible questioning. 

But the decisions under the second and third sections 
have had precisely the opposite effect. They have widened 
the possible jurisdiction of the Commission, and have 
opened more questions than they have settled. For in- 
stance, in two recent cases against the Chicago, Milwau- 
kee & St. Paul Railroad, it has been held that the discrim- 
ination was unreasonable and illegal, if rates on one 
branch were made much higher than on the other; and 
the Commission gave orders as to the extent to which 
reduction in rates must be carried. Where is this process 
to stop? Will it not involve the assumption of a general 
rate-making power on the part of the Commission and its 
agents? Nothing is more difficult than to determine the 
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relative circumstances and conditions of broad-gauge and 
narrow-gauge lines. Yet one order has been made which 
involves a determination on this point. There is hardly 
a railroad which owns lines of both classes against which 
this order may not furnish a precedent for possible com- 
plaints. 

Again, the short-haul clause prevents the roads from 
granting lower rates to through points than to local ones. 
The railroads have to some extent evaded that require- 
ment by a system of carload rates. Compared with par- 
cel rates from the same locality, the difference in carload 
rates seems unreasonably great. But the railroads assert, 
and probably with good reason, that the business of the 
distributing centres is largely carload business, or at 
least can be accepted and treated as such, while the busi- 
ness of local points is chiefly parcels business; that there 
is, therefore, a general fairness in the system apart from 
special cases of apparent injustice. The Commissioners 
have already admitted in so many words that the through 
business is more economical for the railroads, and that it 
may be desirable on considerations of equity to enable 
them to offer specially low rates to such business. How 
far will they apply this principle to the carload-rate case? 
Whichever way they decide this question, the conse- 
quences will be important to the country and rather 
critical for the Commission. If they allow the present 
practice, they allow the continuance of favors to large 
distributing centres, they will perpetuate indefinitely the 
division of labor between city and country, which it was 
the object of the most active promoters of the law to pre- 
vent. If, on the other hand, they decide against the 
legality of the practice, they will interfere with existing 
business methods to a most dangerous extent, in the 
enforcement of a principle whose equity they have them- 
selves called in question. 

Finally, the possible difficulties in the enforcement of 
the law are greatly increased by the prohibition of pools. 
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The motives which led to this prohibition have already 
been indicated. But, whatever may be the opinion as to 
the need for such prohibition, there can be no doubt 
whatever that it renders the difficulties of the Commis- 
sion vastly greater. 

In the first place, the prohibition of pools greatly in- 
creases the difficulty of the railroads in maintaining sys- 
tematic tariffs. This has not been as yet clearly per- 
ceived, because through rates during the past months 
have been extremely well maintained. When the new 
law went into effect, the railroad men did not know what 
were their rights or their duties under it. One thing 
they knew,— that they were tired of fighting, and were 
glad to make the law for the time being a pretext for the 
cessation of rate wars. The danger of disobeying the 
law was greater than the danger of suffering from the cut 
rates of a rival. But there is reason to fear that this state 
of things cannot last. The railroads cannot keep it up, 
even if they would. The recent condition of things in the 
dressed-meat business is instructive. This is now in the 
hands of a comparatively small number of large shippers. 
One shipper at least threatened to withdraw his business 
from the Grand Trunk, unless that line would grant lower 
rates than the others. To do without this business would 
have involved an appreciable loss to the Grand Trunk. 
But the other roads could not grant the differential with- 
out danger that the other large shippers would transfer 
their business to the Grand Trunk. Under the old sys- 
tem of pools, the matter would have taken care of itself. 
Under the present system, there was no possible solution 
without a war of rates. The Grand Trunk could not do 
without the differential: the other roads could not admit 
it. Where business was so compactly organized that the 
shippers could transfer it almost at will from one road 
to another, they had it in their power to precipitate a 
war of rates. The instructive thing in the whole case is 
that this was probably done on purpose; that the Grand 
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Trunk, as well as the other roads, was reluctant to enter 
into such a war, but that as long as rates were at any fig- 
ure above operating expenses they could be forced into it. 
In other words, it means that, in the absence of a pooling 
system, a combination of shippers has the power to avoid 
paying anything like a fair share of the fixed charges. A 
statute for prohibiting railroad pools has transferred the 
authority to a less known and less responsible pool of 
shippers.* What were the results in the case of the 
Standard Oil Company before the trunk-line pool had 
developed, we know only too well. There seems to be 
danger that the same kind of result will follow in other 
lines of business now that pools are prohibited. 

The German government was so strongly impressed 
with the fact that even State railroads under similar 
conditions were at the mercy of a ring of shippers, that 
it has not only legalized pools and practised pooling, but 
has of late actually forbidden the shippers to prescribe the 
route over which their traffic shall be carried. In other 
words, it has not merely allowed division of traffic, but 
has prohibited everything else. It remains to be seen 
whether our railroads are strong enough to resist the 
demands of organized shippers, when the State railroads of 
Germany could not, under similar circumstances, do the 
same thing. 

But there is another respect in which the possibility of 
rate war greatly complicates the workings of the Inter- 
state Commerce Law. When rates are maintained and 
railroads relatively prosperous, it is possible to do a great 
many things which are otherwise impossible. A railroad 
which is paying ten per cent. dividends can be regulated 
a great deal more severely than one which can barely pre- 
serve its property from foreclosure. The very weakness of 
railroads constitutes a source of strength for resisting gov- 
ernment interference. If a particular series of decisions 

*The railroads are trying to meet the difficulty by evading the clause 
against pools,—adopting a policy which will virtually result in division of 
traffic, without violating the letter of the law. 


= 

= 
= 

2 

= 

a 

a 

3 

: 

| 


186 QUARTERLY JOURNAL OF ECONOMICS 


or statutes palpably lessens the railroad facilities of a com- 
munity, it becomes much harder to enforce them. The 
more railroad profits are reduced, the greater the number 
of cases where this difficulty is felt. It is here that the 
laws of political economy produce their final adjustment. 
If a line of policy makes railroad profits unusually high, 
the country gets more railroads; if it makes profits low, 
there are fewer railroads. The lines may not always be 
wisely built or well operated, but the general effect is 
incontestable. A country with an artificial system of 
rates based upon cost of service will have fewer railroads 
and smaller train service in proportion to its population. 
Germany and France have less than Belgium; Belgium 
has less than England; England, less than America. If 
America had been content with as little train service per 
head of population as Germany has to-day, America could 
have had almost any system of rates she pleased. But 
America was not content. Railroad enterprise was a 
necessity to the growth of the country. If it was found 
that a particular system of railroad regulation stopped 
railroad development, the application of that system was 
checked. The principle was slow in working out its 
results, because, if a railroad was once built, it was there 
more or less permanently. But this was not sufficient to 
prevent the reaction against excessive regulation from 
being felt. Growth was a necessity for our railroad sys- 
tem. If the laws caused railroads to remain stationary, 
the community suffered, and sooner or later modified the 
laws or suffered them to remain in abeyance. 

If the Interstate Commerce Law, whether by its prohibi- 
tion of pools or by its provisions with regard to discrimi- 
nations, seriously reduces railroad profits, this difficulty 
will make itself felt. The Commissioners are undoubtedly 
aware of the danger, but they do not seem to have a full 
conception of its magnitude. They have more than once 
spoken as though a railroad by lowering its charges on 
one line of traffic took the opportunity to make up for it 
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by a different policy on some other article (compare 1 In- 
terstate Commerce Reports, 66). This view has almost 
no foundation in fact. If a railroad has had a tariff 
arranged with even moderate intelligence, a loss on one 
article due to some disturbance of rates is not made up on 
other articles. If the loss is only temporary, it is often 
made up by some slight manipulation of the construction 
account; but sooner or later it comes out of the pockets 
of the stockholders. The Commission are right in making 
the question whether rates are relatively reasonable the 
important one. But this is not because the low rates in 
one case are made up by the higher rates in the other. 
There is not one case in a thousand where the high rates 
are raised because of the existence of the lower ones. 
They simply are harder to bear on account of the advan- 
tage which the man who gets the low rates has for com- 
peting in the markets of the world. Whatever direct 
loss there is from the low rates comes from the railroad 
owners. 

It is impossible to say where the loss in railroad enter- 
prise begins to be greater than the gain from stopping 
artificial inequalities. The point is very easy to pass: it 
is the duty of the Commission to see that we do not pass 
it. It fortunately happens that the system of railroad 
rates is such that some of the worst abuses can be checked 
without serious loss to the railroads; and, on the other 
hand, that some of those things which are popularly com- 
plained of, and whose cessation would involve great loss 
to the railroads, really do very little harm to any one. If 
the Commission can so interpret the law as to prohibit 
practices of the former class and allow those of the latter 
class to continue, they will have solved their problem as 
far as it is capable of solution. The general principles 
which they have chosen are so good that there is every 
reason to hope they will be equally successful in the more 
difficult task of applying them to doubtful cases. 

ARTHUR T. HADLEY. 


THE RATE OF INTEREST AND THE LAWS 
OF DISTRIBUTION. 


In a trenchant article in the April number of the Quar- 
terly Journal of Economics, President F. A. Walker has 
restated, with all his accustomed lucidity and wealth of 
illustration, the special doctrine of “ rent of ability” being 
the real source of business profit, which attracted so much 
attention among economists on the publication of his 
Political Economy four years ago. The theory that the 
normal “wages of superintendence” are determined in 
a manner exactly analogous to that in which “ Ricardian 
rent” of land is fixed has already found wide accept- 
ance among American and English economists, and will 
undoubtedly form a main factor in that reconstruction of 
the theory of wealth distribution now being undertaken. 

President Walker, indeed, holds that the doctrine of 
“rent of ability” itself furnishes the last link that was 
wanting to the completion of the theory, and that it 
“yields, in conjunction with well-approved theories of 
rent, interest, and wages, a complete and consistent body 
of doctrine regarding the distribution of wealth. It is 
not to be disputed that we have, in this view of business 
profits, the keystone to bind together the other members 
of the arch in a symmetrical whole, spanning the entire 
field of distribution.” While fully accepting this state- 
ment, as far as regards rent and the “wages of superin- 
tendence,” I venture to think that some further devel- 
opment of the doctrine of interest on capital will be 
necessary before the problem of income distribution is 
completely solved. The share of the annual produce de- 
fined as interest must be determined as accurately as the 
other three shares, and independently of all of them, 
before we can be assured that our assumptions are even 
theoretically correct. 
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The article in question deals only incidentally with the 
determination of the amount of interest on capital; but, 
as President Walker does not hint at any novelty, I shall 
perhaps not be doing him any injustice in quoting his own 
words as a convenient summary of the current doctrine: 


Interest is to be deducted as the remuneration for the use of cap- 
ital, its amount being determined by the relation of supply and 
demand, but always tending, through the operation of a natural law 
on which all economists, from Adam Smith down, have delighted to 
dwell, towards a minimum,—the minimum, in the case of interest, 
being that rate which will induce the possessors of wealth to refrain 
from consuming it for the immediate gratification of their tastes and 
appetites, and to save and store it up to the extent of making good 
the waste and wear of the existing stock of capital and of answering 
the demands for the enlargement of that stock to meet new occasions 
for productive expenditure. This condition may imply, in one state 
of society, an interest rate of eight per cent.; in another, of five; in an- 
other, of three. But, whenever the rate is eight per cent., it continually 
tends to become five; and, whenever it is five, it continually tends to 
become three, inasmuch as the occasions for an increased expenditure 
of wealth for productive uses are certain to be transcended, at any 
given rate of interest, by the rapid accumulations of capital, which go 
forward by geometrical progression. 


I venture to suggest that this doctrine, even if correct, 
affords no such sufficient determination of the share of 
interest, in relation to the other shares of the annual prod- 
uce, as would warrant us in accepting it as adequate for 
a theory of distribution. It is one of the acute remarks 
in Mr. Henry George’s Progress and Poverty that, “in 
the current statement, the laws of distribution have no 
common centre, no mutual relation; they are not the cor- 
responding divisions of a whole, but measures of different 
qualities.” (Book III. chap. vii.) It appears to me that 
the current doctrine of interest, as here applied in a theory 
of distribution, is another surviving remnant of those 
obsolete economic errors which incited Mr. George’s elo- 
quent but ill-judged onslaught. It has no “mutual rela- 
tion” with the laws of rent, wages, and rent of ability. 
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It is not defined in the same terms. It is by no means 
apparent that it exactly completes the annual sum of prod- 
uce to be divided. Let us suppose that there is an excep- 
tionally large produce due to natural causes one year: 
does the surplus go to rent, interest, rent of ability, or 
wages? That such an event might ultimately tend to 
increase wages, as President Walker would suggest, may 
be admitted (though not because wages take the residual 
product); but the problem to be solved is the classifica- 
tion of the produce of each year, and the laws of distribu- 
tion must all be given in similar terms, so as theoretically 
to account for the whole annual product, and to account 
for it with scientific exactness. 

Many other criticisms on the theory of interest might 
be made, did time permit. It might be observed, for in- 
stance, that, whereas rent, wages, and rent of ability are 
defined as amounts, interest is spoken of as a “rate.” 
But we are concerned with dividing an aggregate amount ; 
and the law of interest must therefore be given in terms 
of quantity, and not in terms of a percentage upon an 
element outside the problem, such as the pecuniary valu- 
ation of the capital stock, which itself depends upon the 
current rate of interest. Professor Sidgwick has abun- 
dantly shown * that this leads to considerations of a very 
complex character, and it is clear that the amount of the 
produce to be assigned to interest is not thereby deter- 
mined. 

But the theory has been attacked in an even more fun- 
damental point. It is by no means admitted that the 
accumulation of capital depends solely or even mainly 
upon the rate of interest. Economists have always laid 
stress upon the other motives for thrift, which led, for 
instance, the French peasant up to 1871 and the Maltese 
cottager up to 1886 to hoard metallic currency without 
the inducement of interest at all. The enormous and 
universal increase of investments in savings banks, where 


* Principles of Political Economy, Book II. chap. vi. 
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but trifling interest is paid, shows how little the rate 
affects even the investment of capital. Indeed, there are 
everywhere a large number of depositors in savings banks 
who deliberately exceed the limit on which interest is 
allowed, content to get only safe custody for their sav- 
ings. And Professor Marshall, moreover, ingeniously 
shows that the rate of interest acts partly in a contrary 
direction, stimulating accumulation in some directions to 
a greater degree when the rate is low than when it is 
high. 

The fact is that President Walker has as yet failed to 
carry on to interest that powerful economic analysis which 
he has already applied with so much success to rent, 
profits, and wages. Throughout the whole science, it is 
of the utmost importance to distinguish between what 
are merely scientific categories, not necessarily possessing 
separate objective existence, and those actual payments 
from man to man which are often called by the same 
name. President Walker does not deal with the rent 
actually paid by Farmer Jones to his squire, nor with the 
wages paid by Jones to his laborers. It is with rent and 
wages as scientific categories that he is dealing, and he 
makes abundantly clear to how great an extent the eco- 
nomic rent and wages may differ from the payments 
popularly known by those names. But, when he comes 
to treat of interest, he is content to confine his view to 
the actual payment made by the borrower of a certain 
form of capital to the lender of it. But suppose the 
lender of it reclaims the loan, and uses the capital him- 
self: does he cease to obtain interest? It may be confi- 
dently asserted that, in political economy, interest has no 
more to do with the lending of capital than rent with the 
hiring of land, and that the popular “rate of interest” is 
no more the interest with which we are concerned than 
the annual price of an Irish holding is the ‘economic 
rent” of that plot of land. It is evident that something 
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more than a reference to the market rate for loans on 
good mortgage security is necessary, before the doctrine 
of interest can be brought into line in a complete theory 
of distribution. 

It will be well here to guard somewhat further against 
what is a serious ambiguity of language. Professor Sidg- 
wick * has already pointed out the difficulty, as well as the 
necessity, of distinguishing accurately between “the in- 
terest paid to professional lenders of money” and “in- 
terest in the sense with which we are concerned with it 
in the theory of distribution.” But there are, in reality, 
four senses in which the word “interest” is commonly 
used, all to be carefully distinguished by scientific econo- 
mists : — 

1. The current rate paid “in the money market” for 
short loans of credit or capital in certain forms 
(chiefly legal tender currency). This is sometimes 
called the “rate of discount,” and it depends on 
the relative supply of the particular form of capital. 

2. The current rate paid for more permanent loans on 
good security. This may conveniently be distin- 
guished as “loan interest”: it varies quite inde- 
pendently of the rate of discount, which it usually 
exceeds, and it depends on the relative supply of 
capital in any mobile form seeking durable invest- 
ment. 

8. The normal rate to which the variations in the cur- 
rent rate of “loan interest” tend to conform over 
a long period in any community. This is the “ in- 
terest” usually dealt with by economists, which 
“tends to equality” and to decline. 

None of these can be the “interest” to be defined as 

a share in the distribution of the annual product, if only 
because each of them is merely a percentage rate on an 
arbitrary valuation of an element not within the defini- 
tion. The interest with which we are concerned must 
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clearly be a definable quantity of produce. I propose to 
call it “economic interest,” and to define it provisionally as 

4. The amount of the annual produce after deduction of 

economic rent of land, rent of ability, and normal 
wages. 

It will therefore be seen that this definition makes in- 
terest the residuary element instead of wages. It remains 
to justify this by independent definition of the share des- 
ignated “economic interest,” and by demonstrating its 
place in the theory of distribution. 

The weak point of the usual theories as to the distribu- 
tion of income is that they ignore the prior determination 
of the distribution of the Means of Production. It ap- 
pears to me impossible to work out a consistent and com- 
plete theory as to rent, interest, profits, and wages, with- 
out first postulating an economically normal distribution 
of labor, skill, and capital upon the land. I shall there- 
fore attempt a preliminary sketch of this distribution in a 
state of economic equilibrium. 

The annual produce of an advanced industrial commu- 
nity consists of a complex aggregate of commodities and 
services, produced under the most diverse conditions, 
varying indefinitely in advantage. The soil, that great 
mother of all utility, differs in fertility from field to field 
and from mine to mine. The other physical conditions 
of industry, such as climate, temperature, supply of sources 
of energy, and the like, are of equal variety. Human 
knowledge and skill, without which all labor is in vain, 
vary from individual to individual. Capital affords more 
aid to the hands of the laborer in one position and in one 
occupation than in another. And other monopolies, by 
no means wholly artificial, interpose, as we shall see, to an 
important extent, to prevent equality of return to equiva- 
lent toil. It is this inequality of return which is the 
cause alike of rent, interest, and rent of ability; and our 
task is now to distinguish them from wages and from 
each other. 
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Each worker endeavors to secure a position in which 
his labor will be applied under the most favorable circum- 
stances, and competes with his brethren throughout the 
industrial community in a struggle for the fortunate op- 
portunities. But the operation of the “law of diminish- 
ing return” prevents them all crowding, like flies on a 
honey-pot, to the best site. Instead of the whole wealth 
production being concentrated at one point, the maxi- 
mum net utility (that is, commodity in proportion to 
“efforts and sacrifices”) will be found to result from one 
particular arrangement of labor, skill, and capital upon 
the land; and it is to this particular distribution of these 
elements that industrial communities must steadily tend. 
The ideally perfect arrangement may never be actually 
reached, since it must be itself constantly changing as 
the complex conditions of international relations alter. 
But the play of economic forces causes a steady approxi- 
mation to this “line of least resistance,” and it may there- 
fore be assumed as the normal in our theoretic statement. 

This normal distribution of the Means of Production, 
producing the maximum return of utility in proportion 
to “efforts and sacrifices,” can be proved mathematically 
to be that in which the last “dose” of capital, skill, and 
human energy, applied at any point, causes as great a 
return for equivalent labor as the last “dose” applied 
anywhere else. The distribution of the means of produc- 
tion over the earth constantly tends to conform every- 
where to this law of “equal returns to the last incre- 
ments.” 

Of the main factors in wealth production, one large 
class— the land and the other physical conditions, such 
as climate, temperature, or water power — are fixed, as 
regards position in space, so as to,be almost entirely be- 
yond human control in this respect. In our industrial 
co-operation, we must therefore bring Mahomet to the 
mountain, and form the requisite ideal combination by 
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varying the amount of human energy, skill, and capital 
applied to particular sites. We must of course assume, 
in this pure theory of economic distribution, that perfect 
frictionless mobility and universal omniscience prevail 
throughout the industrial community. 

Human energy, in the form of ordinary labor force 
(omitting for the moment skill and capital), will obvi- 
ously tend to be so distributed upon the land that the 
return of commodities produced by the last increment of 
force applied to any particular field will yield just as much 
as it would have done if added to that being applied to 
any other field. The return to the first labor force on the 
fertile Lothians will be much greater than the return to 
the first labor force applied to the rocky slopes of Ben 
Nevis; but it will clearly be economically advantageous 
not to abandon increased cultivation on the Lothians 
until the point is reached at which the last increment of 
labor force produces no more there than the last incre- 
ment applied in the worst circumstances somewhere else. 
Up to that point, it would be more advantageous for the 
worker in the worst circumstances elsewhere to be trans- 
ferred to the as yet unexhausted Lothians; and there 
would be a constant tendency for such transfer to take 
place. In perfect economic equilibrium, the last worker 
on each field produces the same amount of commodity per 
working day. 

It is not less clear, though less commonplace, that skill 
or industrial ability of every kind tends to be distributed 
in an analogous manner. Its ideal economic distribution 
is equally expressed by the law of “equal returns to the 
last increments.” But, as ability must always be “ fixed 
and embodied” in particular human beings, and as these 
must each be taken with the défauts de ses qualités, it 
cannot attain so perfect a mobility as ordinary labor force 
or capital. Nevertheless, there is a constant tendency for 
as much ability to be employed in each industrial process 
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as can be employed there to greater advantage than else- 
where. So long as the employment of a more skilled 
workman in any concern would cause a greater increase 
in the aggregate produce than is caused by his employ- 
ment elsewhere, there will be a constant tendency for the 
transfer to take place. The return to the last increments 
of skill employed will, in economic equilibrium, be equal 
at all places and in all occupations. 

We are now prepared to deal with the distribution of 
capital, the only remaining factor in wealth production. 
It can, I think, be shown that this, too, is expressed by the 
same law of “equal returns to the last increments.” Cap- 
ital will tend to flow towards those opportunities in which 
its use will afford the greatest return. Each worker will 
be able to enjoy the assistance of as much as he can effec- 
tively demand ; and the limit of his effective demand is 
reached when any further addition to the capital he uses 
would not result in so great an increase of his product as. 
that final increment of capital would enable some other 
worker to produce. This limit is reached more quickly 
in the case of some workers than of others; but it is, in 
economic equilibrium, reached in every case, since, until 
this happens, there is some worker in a position to attract 
additional capital to himself from some other employer, by 
ceding for its use a larger product than that employer - 
could afford. Conversely, the limit cannot economically 
be permanently overpassed in any case, since, otherwise, 
the product caused by the use of the last increment of 
capital would not be equal to what that portion would 
produce if applied elsewhere. The worker who could 
thus employ it to greater advantage would be able to cede 
a larger product for its use than its former user could 
afford to cede. We shall see hereafter that this equality 
of return to the last increments of capital is the true form 
of the ordinary dictum that “ profits tend to an equality,” 
so mercilessly exposed by Professor Cliffe Leslie. 
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The combination of the factors of production in a state 
of economic equilibrium may therefore be declared to be 
such that the last increments of labor force, skill, and 
capital in use at any point cause exactly as great an 
increase in the aggregate produce as those last increments 
of the factors cause which are in use at any other point. 

We are now in a position to determine the normal dis- 
tribution of the product of a community in economic 
equilibrium. 

We start from the “margin of cultivation,” where ordi- 
nary labor force is employed on the worst land in use. 
We must, at the same time, select the corresponding 
instance as regards skill and capital, so that we may 
assume as the datum-line the worker using the minimum 
of skill and capital, engaged in wealth production under 
the most unfavorable circumstances. It is obvious that 
the return to his labor is the measure of the wages of 
similar workers throughout the community. They do not, 
receive more, because, if they did, our contemplated worker 
would abandon his outpost on the margin of cultivation, 
to go and compete with them. They do not receive less, 
or they would leave their positions to take up farms 
alongside of him. His produce includes no economic 
rent either for land or skill, for he has none of either 
which others covet; and, though theoretically it may 
include a trifle of interest for his minimum of capital, 
we may ignore this as merely equivalent to that “ gratui- 
tous capital,” such as roads, pavements, and policemen, 
elsewhere provided free of charge to other producers. 

We accordingly reach here a standard of what it will be\ 
convenient to call “economic wages,” to be defined as the 
return to the labor of the ordinary unskilled worker, with 
the minimum of capital, on the worst soil at that time in 
use, and in the worst natural circumstances. This is the 
true “margin of cultivation,” on which all economic 
deductions depend. To this normal level the wages of all 
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unskilled workers tend to come; and from this economic 
datum-line the extra produce known variously as rent, 
interest, wages of superintendence, or generally as profits 
or surplus value, must be computed. 

Assuming, as Ricardo and apparently Karl Marx always 
did, an entirely unregulated increase of population, it is 
evident that this “economic wages” is coincident with 
Ricardo’s natural or normal wages, and with the wages 
worked out by Marx as the inevitable result of capital- 
ism; that is to say, the minimum produce upon which 
the average unskilled laborer will maintain himself suffi- 
ciently long to rear a generation to replace him. If, at any 
moment, the “economic wages” should be in excess of 
this minimum, the resulting rapid increase of population 
would force the worst laborers into still worse positions 
beyond the former “margin,” where the return to their 
work would not be so great. If, on the other hand, it 
fell below the minimum, there would, ex hypothesi, be a 
diminution of population, which would allow the worst 
surviving laborer to move to more advantageous surround- 
ings left vacant by this modern “ Black Death.” 

Even Marx, however, did not assert these “normal 
wages” to be invariable. The minimum requirements of 
the laborer were admitted by him to vary with his intel- 
lectual and moral condition, and to be capable of change. 
It seems now more correct to say that the amount of the 
“ economic wages ” determined by the position of the mar- 
gin of cultivation is only one of the factors on which 
variations of population depend, and that the position of 
the margin of cultivation is itself partly determined by the 
“standard of comfort,” which each social grade does not 
willingly abandon. Yet much truth unfortunately still 
remains in the Ricardian and Marxian theory. The in- 
voluntary check on population constantly exercises its 
frightful influence, especially on the infantile death-rate. 
The death-rate of infants in Bethnal Green is twice that. 
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in Belgravia. If the iron hand of capital be uplifted ever 
so little, so that market wages rise above normal, fewer of 
the families of the crowded toilers succumb to the misery 
of their lot; and the number of their class automatically 
rises, so as quickly to bring down wages again. This in- 
voluntary and automatic action is a potent factor in keep- 
ing down unskilled wages to the minimum level in the 
slums of our great cities. It is the economic form of Mr. 
Walter Besant’s “law of elevenpence ha’penny.” 

It is unnecessary here to pursue the subject of market 
wages as compared with normal, or of the different remun- 
eration of the various grades of labor. It must suffice to 
say that “normal wages” underlie them all, and that any 
variations from this level are but the result of economic 
monopoly, temporary or durable, in which other laborers 
do not share. 

It is, however, worth noticing how far the wages class 
extends. For economic purposes, the share of product’ 
(abstraction being made of all “rent of ability” or other 
monopoly gains) which remunerates the “efforts and sac- 
rifices” of all persons who actually co-operate in produc- 
tion, must be, in the theory of distribution, called wages. 
The separation from one another of the several grades of 
workers has, here as elsewhere, tended to obscure the uni- 
formity in character of all the productive classes, which 
was dwelt upon by Jevons. ‘ Masters” have been in the 
habit of receiving not “wages” alone, but “ profits,” 
which, besides “rent of ability,” include interest and often 
land rent. ‘ Men,” on the other hand, often receive much 
“rent of ability ” with their “economic wages.” Invent- 
ors usually receive not wages, but payments for royalties 
and licenses. Accumulators of social capital generally 
obtain as such no more for their services than absolutely 
idle inheritors; that is, interest forever on the capital be- 
longing to them. But we must not be misled by this con- 
fusion of names or characters. The services of all those\ 
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who personally assist the production of utility form — as 
Jevons pointed out — economically one great class, as op- 
posed to those who do not contribute to social production. 
The best terms for the remuneration of these services 
appear to be “rent of ability” and “economic wages,” 
since the other persons must live on tribute of some kind, 
usually, in fact, upon economic rent or interest. 

This conception of society is assisted by the develop- 
ment of modern industry. Managers tend more and more 
to be paid by salary in some vast concern, instead of per- 
sonally taking the “ profits” of a small one. Such in- 
dustrial leviathans now employ their own inventors, at 
regular wages, to invent and design for them. If these 
industrial monsters do not yet engage persons at weekly 
wages to accumulate capital for them, it is because their 
command of surplus value makes abstension from imme- 
diate consumption an easy task, not worth escaping by 
any such “ vicarious atonement.” 

With these explanations, we may now leave the share of 
the aggregate social produce to be known as “economic 
wages.” It may be summarily defined as the amount of 
produce produced by the worker at the margin of cultiva- 
tion with the minimum capital and skill, multiplied by 
the number of persons actually assisting in social produc- 
tion of utility in any form, whatever the social rank or 
grade. 

But it is in the classification of the remainder of the 
aggregate produce that the interest of the problem chiefly 
lies. That there is any product over and above “ eco- 
nomic wages,” as above defined, is obviously due to the 
fact that man labors with varying degrees of efficiency. 
On the “margin of cultivation,” without skill or capital, 
the whole of the product is “economic wages.” Any 
larger product obtained elsewhere by an equivalent 
amount of labor must be the result of the employment of 
more advantageous land, of more effective labor, or of 
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capital. According as it can be ascribed to one or the 
other of these causes, “surplus value” must be allotted to 
land rent, to the so-called “rent of ability,” or to what is, 
in an economic sense, interest, however widely it may 
differ from the actual payment for the hire of capital in 
the market at any particular moment. 

Now, as regards the extra produce over that at the mar- 
gin of cultivation, which is due to greater advantages of 
site, there is no difficulty. President Walker has himself 
well demonstrated how all the various differences fall 
under the head of “economic rent.” He will be prepared 
to include in this term all advantages permanently fixed 
to any “immovable,” and doubtless also to extend it to 
those derived from unchangeable and durable forms of 
capital, such as ships and some heavy machinery. 

We are also enabled to put aside the extra produce due 
to the superior skill or ability of the worker, over and | 
above the commonest unskilled laborer. President Walker 
has shown how this extra produce, due to the superior 
ability of the mechanic, foreman, manager, doctor, or 
statesman, is a real economic rent, to be called “rent of 
ability.” * 

But there is still variation in the product of equal labor 
under different circumstances, even after allowing for the 
economic rent of “land” and “ability.” In our complex 
modern industry, we cultivate other things as well as land, 
and know how to create value at several removes from 
the mother earth. The use of capital enables the worker 
to produce more than he otherwise could, in a degree 
varying with the particular industry and with the circum- 


*It may, however, be submitted for perfect accuracy that it is only 
‘* within the limits of the same trade or profession,’’ or at most within com- 
peting groups, that the normal remuneration is exactly proportionate to the 
relative ability as compared with that of the worst worker. As between 
workers in what Cairnes called “‘non-competing groups,’ the remuneration 
“*of the worst worker in each will vary in proportion to the relative final 
utility ’’ of those kinds of labor,—a conclusion not differing in result from 
Cairnes’s ‘‘ Law of Reciprocal Demand,”’ but not exactly in accordance with 
the pure “‘ rent of ability ’’ doctrine. 
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stances of industrial development. This surplus is not 
land rent or “rent of ability,” for we have already elimi- 
nated all resulting from these factors. It is not wages so 
long as the worker in the worst circumstances is unsup- 
plied with capital equally advantageous, for his scanty 
product determines “economic wages” all over the com- 
munity. Surely, the best name for this extra produce, 
resulting from the use of capital and the enjoyment of 
special industrial advantages not due to superiority of 
site or skill, will be simply “economic interest.” 

We are now in a position to set forth the independent 
definition of “economic interest,” which is necessary to 
complete the theory of distribution. ‘ Economic inter- 
est” is the amount of produce over and above “ economic 
wages” which is obtained through the use of capital, 
upon land at the margin of cultivation by the skill of 
the worst worker employed in the industrial community, 
or upon better land with greater skill, after deduction of 
the economic rent of the land and ability. This obvi- 
ously exhausts the whole product; and this, not the “rent 
of ability,” is the real keystone of the arch. 

It is submitted that it is this “economic interest,” and 
not the ordinary payment for loan capital, which must be 
considered as a constituent element in “profits.” Busi- 
ness profits would equally exist in a community where 
borrowing was unknown. Unless President Walker is 
prepared to say that in such a community these “ profits ” 
would exclusively consist of “rent of ability,” he must 
admit that their amount could not in that case be affected 
by the “rate of interest” in the popular sense; for no 
such phenomenon would be known. 

It is true that the amount of “economic interest” to be 
obtained from a given quantity (not value) of capital is 
an important motive for the accumulation of that capital, 
and that it is possible that accumulation may diminish 
where the result of the use of capital falls off. But, 
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unless it can be proved that this is the only motive for 
accumulation (which it is not), it is clear that it cannot 
be assumed that the supply of capital is automatically reg- 
ulated by the return to be obtained from its use, let alone 
by the current “rate of interest” on the currency valua- 
tion of it. 

The definition of “economic interest” here attempted 
enables another gap to be filled in the determination of 
“ profits,” which economists are prone to overlook. Profits 
actually depend, not only on skill and on the amount of 
capital employed, but largely also upon opportunity and 
chance. The constantly changing conditions of the in- 
dustrial community make the economic position of every 
member of it to vary from day to day. Mere priority and 
proximity are constantly found to be as effective guards 
of temporary monopoly as a patent or a favorable site. 
The profits of business depend largely upon seizing those 
frequently recurring separate advantages; and, though’ 
this may be claimed as an element of business ability, it 
is so much a matter of chance that many of these “ wind- 
falls” must be put down as adventitious advantages of 
the possession of capital, in a certain form, at a particular 
point of time and space. This “rent of opportunity” 
forms a considerable part of “economic interest.” 

* Economic interest,” as here defined, is expressed by 
a law similar to the Ricardian law of rent. It varies 
according to the advantage of the particular capital over 
that minimum capital employed by the worker at the mar- 
gin of cultivation. That capital yields theoretically no 
*“ economic interest,” since its amount is so small that it is 
but the equivalent of capital, the use of which is supplied 
elsewhere gratuitously to all workers by the community. 
It may however be objected that the “law of rent” 
depends also upon the existence of the “law of diminish- 
ing return which has been supposed not to apply to man- 
ufacturing industries. I venture to think that this suppo- 
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sition is erroneous. Capital has its “law of diminishing 
return,” as much as land. The man of business making 
good profits naturally tries to take the fullest possible 
advantage of his advantageous opportunity, and borrows 
loan capital to increase his business. But he, like the 
farmer with his land, finds that, after a certain not invaria- 
ble point, an addition of capital ceases to enable the labor 
employed to obtain a proportionately increased return. 
Up to that point, the increased economy in production is 
not counterbalanced by disadvantages; and the undertak- 
ing increases. This is equally true of agriculture, as the 
farmer with insufficient capital finds to his cost. But, 
when the point is reached, the counterbalancing disadvan- 
tages begin to exceed the increased efficiency. It is irre- 
sistibly argued that, if this were not true of agriculture, 
we should raise all our corn in the one most fertile valley. 
It may equally be urged that, if it were not true of man- 
ufactures, we should spin all our cotton in the one most 
favorably situated gigantic mill. If it were not equally 
true of distributive industry, one huge shop would supply 
acity. There is a certain limit to the business which any 
one industrial concern can carry on to greater advantage 
than its neighbors. Beyond that point, although a still 
further increase would offer further economies in estab- 
lishment charges and the like, it cannot apparently be ob- 
tained on remunerative terms. It is not want of capital, 
or inability to effect greater economies, that prevents Mr. 
Whiteley from supplying all London. He may probably 
have reached his point of maximum economic “ cultiva- 
tion,” and, though still maintaining his old superiorities, 
is unable to supply any larger circle of customers to 
greater advantage than his surviving competitors. The 
“economic advantage” of a plot of land, or a ship, or a 
factory, is subject to narrower limits than those set by its 
greatest possible productivity. Considerations of distance, 
of local specialities, of difference in taste, and the per- 
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sonal element, all combine in preventing the “one-man 
power” in production. God takes care, the child Goethe 
was informed, that the trees shall not grow up into the 
sky; and there is still economic use for those of our facto- 
ries, hands and brains, as well as of our lands, which are 
not equal to the best in their respective departments. 
Those who are most favored will produce the greatesi 
utility, but even the best of all will find a limit beyond 
which the humblest may successfully compete with him. 
Beyond this point, the “law of diminishing return” be- 
comes effective; and though, for instance, there are in 
London printing establishments varying in magnitude from 
the proprietor of a hundred machines down to the jobbing 
compositor with his hand-press, the actual “cost of pro- 
duction” of the last piece of work performed by each 
clearly tends constantly to a close equality, for the various 
businesses continue to compete with each other. 

It is in this way that capitalist competes with capitalist. 
The statement is true that, abstraction made of land and 
ability rent, “profits” — that is, the return to capital — 
“tend to equality”; but it is equality only of the return 
to the last increment of capital employed in each case. 
The possessor of a prosperous mine or business does not 
go on increasing it beyond the economic “margin of cul- 
tivation” merely because, on an average of the whole 
capital employed, he could still earn the market rate of 
interest. He will not borrow to extend his operations 
unless the extension itself will yield more than the inter- 
est on the new capital employed therein. He, like the 
tiller of the soil, stops at the point where further profit 
would be a relative loss; and he thus maintains safely tho 
“economic interest” of the more advantageous earlier 
undertakings. 

We thus see that the aggregate gains of business men, 
like the incomes of landlords or men of genius, in no way 
tend to equality either of rate or of amount. They often 
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consist in part of the economic rent of land. They are 
made up to a still greater degree of the economic rent of 
ability ; and they are completed by “economic interest,” 
varying according to each man’s opportunity and to the 
amount (not value) of capital his business can effectively 
employ. There is no “tendency to equality” in any of 
these items, and they vary without reference to each other. 
There is accordingly no tendency to equality in their 
aggregates. The amount (and also the proportion of 
surplus value to wages) varies in each case. 

The element of truth in the “tendency of profits to 
equality ” lies in the two facts, that loan capitals, by the 
“law of indifference,” will realize equal loan interests 
when the circumstances as to risk and other conditions 
are equal; and that in a state of economic equilibrium the 
returns to the last increments of capital, wherever applied, 
will be equal. It may be shown that these two state- 
ments are equivalent, and the determination of the rate 
of interest will then be complete. 

We have seen that the capital of an industrial commu- 
nity in economic equilibrium is so distributed that the 
last increment of it will result in a return less than the 
return to any of the earlier increments. The amount of 
that last return will depend upon the facts of each com- 
munity,— upon the relative position of the “margin of 
cultivation” of land, capital, and ability respectively. 
When capital is relatively scarce, so that even the last in- 
crement is applied upon fertile land and with considerable 
ability, the return will be great (and land rent and rent 
of ability will be small). As capital increases, and the — 
“margin of cultivation” for its employment retreats, the 
return to the last increment will be less (and land rent or 
rent of ability, or both, will be greater). It may be 
added that “economic wages,” dependent as they are 
upon the return to labor at the absolute contemporary 
“margin of cultivation,” may vary independently of “ eco- 
nomic interest,” though not of economic land rent. The 
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amount of capital relatively to the amount of fertile land 
and ability may remain stationary, while the population is 
increasing. In this case, “economic interest” would be 
stationary, while all the other shares of the product were 
varying. 

Now, the return to the last increment of capital is the 
most that a lender of capital can normally obtain for its 
use. The borrower intends to add the borrowed capital 
to that which he already employs. It then becomes itself 
the last increment; and its return, by hypothesis not ex- 
ceeding the return to the former last increment, is the 
measure of the maximum loan interest that the borrower 
will pay. At a loan interest a shade less in amount, it will 
pay him to extend his business; and he will borrow. Ata 
shade more, he will prefer to stand on the old lines. The 
normal amount of loan interest will therefore be the return 
to the last increment of capital within the community ; 
and, by the law of “indifference,” this will tend to equal: 
ity throughout the community. If this return induces 
an increase of capital, the effect upon “loan interest” 
depends upon the facts of the community. If all the addi- 
tional capital can be employed so as to produce a return 
only fractionally less than the return to the previous “ last 
increment,” the normal loan interest will fall only to that 
small extent, however much the increase of capital may 
be. If it produces more (e.g., by a simultaneous increase 
of ability or improved fertility), the normal loan interest 
will rise, in spite of the increase of capital. These ten- 
dencies usually coexist, and the normal loan interest is 
the resultant. 

We have hitherto spoken of the amount of interest, and 
not the rate. The return to capital is not currency, but 
commodities. The valuation of the capital, and the valu- 
ation of the commodities obtained by its use, is an entirely 
different and subsidiary problem, not affecting the prin- 
ciples of distribution. The American railways do not 
produce more utility because their stock is “watered”: 
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the amount of capital and the return to that capital re- 
main unaffected by even the most ingenious of book- 
keeping transactions. The real inducement to save the 
amount of capital called £100 is not a nominal rate per 
cent., but (among other objects) the amount of commodi- 
ties to be obtained by its use; and this depends in no way 
upon the number of pieces of metal or paper at which the 
capital and the interest may be assessed. 

If these views be correct, the principles upon which the 
economic classification of the produce must be determined 
are complete and mutually consistent. The amount of 
produce obtained by the labor of the man at the margin 
of cultivation, with the minimum capital and ability, sets 
the standard of normal wages throughout the community. 
The excess produced owing to the greater advantages of 
better land is economic rent of land. The excess pro- 
duced owing to the employment of more skilled workers 
is rent of ability. The excess produced owing to the 
employment of capital (including the occasional gains due 
to temporary monopoly or other commercial advantage) 
should be called “economic interest.” The three latter 
elements all follow the “law of diminishing return,” and 
depend upon the position of the “margin of cultivation ” 
of land, ability, and capital respectively; and this position 
results from the economic facts of the particular commu- 
nity at any given time. 

If this theory be correct, it is evident that along with 
“ profits tend to equality ” must go several other cherished 
principles of the orthodox economics in the fields of taxa- 
tion, wages, and profits. Those economists who are land 
nationalizers may find themselves drawn closer to their 
socialist colleagues. The influence of the progress of 
industrial organization on profits and wages will need 
serious reconsideration. But all these matters must be 
left to abler and more leisured investigators. 

SrpNEY WEBB, 
Lecturer on Economics at the City of London College. 
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NOTES AND MEMORANDA. 


Tue article by President Walker, on the “Theory of Busi- 
ness Profits,” printed in the third number of this Journal for 
last year, has called forth the criticism and discussion which 
its author expected, and indeed invited, and has proved to 
be a valuable stimulus to the fresh examination of some of 
the fundamentals of economic theory. 

President Walker’s reply upon some of the points brought 
forward in the debate we are obliged to postpone for publica- 
tion in our April number. 


WE understand that the result of the well-known labors of 
Mr. W. M. Grosvenor on prices will be the production of two 
volumes, one covering the comparison of prices from January, 
1860, to the present time, and the other reviewing, as far as 
practicable, the course of prices before 1860. Of these vol- 
umes, the first is well advanced, and it is hoped may be 
brought out in the course of the coming summer. The pub- 
lication will be looked for with great interest; for, besides the 
fact that the student has to content himself with unsatis- 
factory material in investigations involving a comparison of 
American prices, it is well known that Mr. Grosvenor regards 
the ordinary method of comparison as fatally defective, and 
that he attempts to apply one of his own, resting upon scien- 
tific considerations of no small importance. 


Tue death of Dr. Wiss, late editor of the Vierteljahrschrift 
Sir Volkswirthschaft of Berlin, has led to an arrangement 
under which Dr. Karl Braun now appears as editor of the 
periodical, which has so long represented the old school in 
German economics. 


Ir is announced that the sixth series of Johns Hopkins Uni- 
versity Studies in History and Political Science will consist of 
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a valuable collection of papers on Co-operation in the United 
States, prepared under the care of Dr. Ely. Of these papers, 
several, by Drs. Bemis, Shaw, and Warner, have already 
appeared in the publications of the American Economic Asso- 
ciation; and the entire collection, covering the United States, 
and bringing together the results of careful research, will pre- 
sent an important mass of facts in the history of co-operation 
in this country, of which no student can fail to appreciate the 


high value. 


Mr. Epwarp Arxinson’s report on the prospects of bime- 
tallic legislation in Europe, which has been submitted to the 
Senate by the State Department, hardly makes a positive con- 
tribution to our knowledge of the situation. Still, it will 
doubtless be of service in making more clear the practical 
impossibility of an international agreement for the coinage of 
silver. Mr. Atkinson lays special stress on the fact that at 
present the difference between our ratio and that of the coun- 
tries of the Latin Union is an insuperable obstacle in the way 
of such an agreement. It is interesting to note also that he 
believes that the demand for silver at its present price is fully 
up to the supply, and that, without further legislation, its 
price is likely to rise rather than fall. 

Students of economics will be indebted to Mr. Atkinson for 
the valuable appendices which he has caused to be added to 
his report. These will contain the paper by Professor Greven 
on the monetary experience of Holland, which was printed 
in the last issue of this Journal; several statements from 
geologists as to the probable future production of gold and 
silver; and, not least important, a translation of the second 
edition of Professor Soetbeer’s Materialien on the silver ques- 
tion. This great collection of materials —the fruit of great 
skill and extraordinary diligence — will now be accessible in 
convenient form. Mr. Atkinson’s report will be printed as a 
Senate Executive Document, and therefore will be obtainable 
through senators. It will also be printed as one number of 
the Consular Reports, which are issued by the Bureau of Sta- 
tistics of the State Department, and in this form will be 
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distributed by Mr. Worthington C. Ford, the chief of the 


Bureau.* 


Tue Secretary of the Treasury, calling the attention of 
Congress, in his Finance Report, to the difficulty and perhaps 
impossibility of continuing to invest the whole of the surplus 
in purchases of government bonds, makes some remarks on 
the sinking fund, which have a less firm tone than that which 
characterizes his report generally : — 


I am not, however,-at present disposed to recommend the repeal of 
the sinking-fund requirements of the present laws. It is probable that 
the command of these laws can only be obeyed at heavy cost; but, never- 
theless, it is better and more wholesome that the country should each 
year continue to devote such sum as they require to the extinguishment 
of as much of the interest-bearing debt as can be purchased therewith. 
At least, the experiment should be faithfully tried until it is demon- 
strated to be a failure. 


As the sinking-fund requirements, established by the act of 
February 25, 1862, have uniformly been regarded as part ef 
a contract with the public creditors, and never as an experi- 
ment or a method to be practised or discontinued at the pleas- 
ure of the government, it is to be hoped that no secretary will 
ever feel “disposed to recommend their repeal.” They are to 
be maintained, even at heavy cost, not only because they are 
wholesome, but as a matter of public faith. The public credit 
no longer needs the support which a sinking fund was sup- 
posed likely to give it, but the time never comes when a 
nation can afford to make a precedent by allowing in its own 
finances what it would not allow in those of a corporation 
under its control. 


In the closing number of the Tibingen Zeitschrift for 1887, 
Professor Adolph Wagner, in a second article on “ Finanz- 
wissenschaft und Staatssozialismus,” having occasion to notice 
Léon Say’s Le Socialisme d’ Etat takes the opportunity to cor- 


*A limited number of copies of the report are to be at the disposal of F. W. 
Taussig, Cambridge, Mass., who will be glad to send them to teachers and stu- 
dents of economic subjects. Applications should be accompanied by postage 
stamps for fifteen cents. 
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rect an observation made by Say respecting Wagner’s relations 
to Prince Bismarck. The correction in Wagner’s opinion, al- 
though not necessary for German readers, may have some 
interest for others: — 


Say calls me the “‘ theorizer’’ of the Bismarckian solution of the social 
question by means of compulsory insurance; and, elsewhere, I am styled 
the very spiritus rector of the Imperial Chancellor in this field. The 
Imperial Chancellor needs nothing of the sort, and is well known as a 
man not specially accessible to the theoretical views of others, although 
he has a good share of the ‘‘German’”’ “‘doctrinaire vein,’’ and of the 
tendency to generalization,— as is shown, for example, by his imperfect 
theory that the import duties are, in brief, borne by foreigners. At all 
events, I have personally not had the honor of being Bismarck’s “‘ theo- 
rizer,’”’ and have done nothing to cause such an incorrect idea to be 
entertained by anybody. In his “theoretical idea,’? which I hold to be 
the Chancellor’s best and greatest, of devoting the profits of a tobacco 
monopoly as a patrimonium pauperum,—a “‘ patrimony of the disinher- 
ited,’? —for the support of workingmen’s insurance, it was the powerful 
practical man from whom I, the theorist, received and learned some- 
thing. In this matter, then, there was not the reverse relation between 
us, as has been falsely represented; for this “‘idea,’’ so far as I know, 
sprang solely from the Imperial Chancellor, from whom I at least first 
received it. I had only discussed some related ideas of expending the 
product of indirect taxes on consumption, such as bear especially upon 
the lower classes by action on prices, for public purposes of special ben- 
efit for these classes. 


Tue Bulletin de Statistique for November contains the text 
of the measures by which the French government has just 
effected the so-called conversion of about 826,000,000 francs 
of 44 per cents. and 11,000,000 of 4s into 3 per cents. The 
operation, which included a disguised loan, was as follows: — 

The holder was offered either reimbursement at par, or the 
exchange of his securities for an equivalent capital in 3s 
allotted to him at 80. If he chose the latter alternative, he 
could also subscribe for enough 3s at 81.1 to bring up his in- 
come to its old amount. Thus, the holder of 10,000 franes 
nominal capital in the 44 per cents., producing an income of 
450 francs, had the right to 10,000 francs in 3s at 80, making 
a nominal capital of 12,500 and yielding 375 francs per annum, 
and could also subscribe for 2,500 in 3s at 81.1, yielding 75 
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francs per annum, and making his total income 450 as before. 
The rates fixed for the 3s were low enough to bring in for 
exchange nine-tenths of the 44 per cents. and 4s. 

This operation, of which the exact results are not yet at 
hand, did not alter the annual interest charge of the debt, but 
carried up a nominal capital of about 840,000,000 francs to the 
neighborhood of 1,250,000,000 francs, and destroys the pos- 
sibility pro tanto of any real conversion in the future. The 
inducement for this sacrifice was the 210,000,000 or so in 
ready cash, paid in for new 3 per cents. The precedents for 
this improvident transaction are the similar operation by M. 
Fould in 1862, and the exchange of the Morgan loan in 1875. 
See Labeyrie, Conversion de Rentes, 414, 451. 


POLITICAL ECONOMY, OLD AND NEW. 


[Professor Edward Caird, of Glasgow, in a lecture given in Lon- 
don, October 9, 1887, summed up the debate between the old school 
in political economy and the new, in the following striking passagé, 
for which our readers are indebted to a friend who was able to tran- 
scribe it from Professor Caird’s manuscript : —] 


Of late years, the old political economy has been much criti- 
cised ; and there has been a disposition to follow some eminent 
authorities in relegating it to Jupiter or Saturn. Moreover, 
the old school has been attacked by two new schools, the his- 
torical and the socialist or semi-socialist schools of political 
economy, who have brought a formidable battery of criticism 
to bear upon its defects. Poor Adam Smith has had the hard 
fate of having his doctrines set up to be attacked in Germany 
under the awful name of Smithianismus. Now,I do not deny 
that there is a good deal of truth in some of the objections 
brought by such writers, or that the old economists often 
stated absolutely doctrines which require to be accepted with 
many limitations. I admit that they had not, as no one before 
this century ever had, a sufficient grasp of the great idea of 
development. Hence, they took man as a being who had 
always been exactly what he had come in the eighteenth cen- 
tury to be; nor did they see how much he had changed and 
was changing under new conditions. Finally, they were pos- 
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sessed too exclusively by the individualistic tendency; they 
were full of the idea of individual liberty, and thought com- 
paratively little of social unity. At the same time, their work 
was genuine so far as it went: it produced results which will 
be undervalued only by those who do not understand them,— 
results which may require modification, but which no econom- 
ical student can ever neglect with impunity. Those who 
permit themselves to be carried away by the prevailing ten- 
dencies of the present time, and do not thoroughly study the 
old economical work, as well as the best modern interpreters 
of it, will never do much good in building up the economy of 
the future. They will simply be parts of that mob which is 
always carried away, at every time, by the popular abstraction, 
and which cries out to-day for social unity, as a century ago it 
cried out for individual liberty. Non tali auwilio nec defen- 
soribus istis: it is not out of such stuff that those are made 
who will act and write not as blind partisans, but so as to 
cast a new reconciling light upon the confused conflict of 
social forces. Speaking to students of economy, I think I am 
giving the most valuable of counsels when I tell them not to 
think that they will increase the illumination by selling their 
old lamps for new, but to remember that he who would make 
permanent additions to the stock of human knowledge must 
thoroughly know what has been done already. For the future 
belongs to those who thoroughly appreciate the achievements 
of the past. 

On the other hand, this being granted, it is equally true that 
the economical work of the great writers of the last generation 
cannot, any more than their ethical work, be regarded as final. 
Partly, as I have said, their method was too abstract; partly, 
also, the conditions of our social organization are changed. 
The very gigantic scale of modern industry brings with it 
something socialistic, or it gives rise at least to necessity for 
social control, which was not felt so much when commercial 
enterprise was confined. What is perhaps still more impor- 
tant, the sense of social responsibility has been growing in a 
way which makes it impossible to isolate the economical prob- 
lem from the ethical, as the tendency formerly was to isolate 
it. I do not think it will be possible henceforth to separate 
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political economy from the general study of politics, or to dis- 
cuss the laws of the production and distribution of wealth 
apart from the consideration of the relation of the distribution 
of wealth, and the modes of distributing it, to other elements 
of social well-being. The abstraction of science will always be 
necessary for thorough knowledge of economy, as of every- 
thing else; but, when we isolate parts of human existence, it 
is more important than in relation to any other subject to 
remember that we are abstracting, and that we are dealing 
with fragments of a whole, of which no final account can be 
given by anatomy. The practical value of the social science 
of the future will depend not only on the way in which we 
break up the complex problem of our existence into manage- 
able parts, but as much, and even more, upon the way in which 
we are able to gather the elements together again, to see how 
they act and react upon each other in the living movement of 
the social body. 


EXTENSION OF GERMAN INSURANCE LEGISLATION. 


In the last issue of this Journal (p. 133), reference was made 
to a bill in course of preparation in Germany, by which the 
system of compulsory insurance was to be extended so as to 
provide pensions in case of old age or disability. At present, 
provision is made only for the contingencies of accident and 
sickness; but it has been the intention from the outset to care 
also for the laborer when permanently disabled or enfeebled 
by old age. An important step towards this completion of 
the system has been taken by the preparation of a careful bill, 
published in the Worddeutsche Allgemeine Zeitung, and likely 
soon to be submitted to the Reichstag. 

The new bill proposes to make use of the Berufsgenossen- 
schaften, or employers’ associations, which are established 
already for the purpose of carrying and administering insur- 
ance against accident, and to call on them to manage the new 
pension system. Their pension account, of course, is to be 
kept separate from the accident account; but there is an obvi- 
ous saving of expense by utilizing the existing machinery. As 
in the acts for insurance against sickness and accident, all hired 
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“laborers, assistants, journeymen, apprentices, and servants ” 
are to be insured; and the line at which persons are sup- 
posed to be likely or able to provide for their own future 
is again drawn at administrative officers earning 2,000 marks 
per year or more. The means for paying the pensions, how- 
ever, are secured in a manner somewhat different from that 
of the existing acts. For accident insurance, it will be remem- 
bered the employers now contribute the whole amount. For 
sick insurance, they pay one-third, while two-thirds are de- 
ducted from wages. For pensions, it is proposed that the 
employers shall pay one-third, another third is to be deducted 
from wages, the last third is borne by the imperial treasury. 
But the empire bears no share of the running expenses; it 
pays simply one-third of the total pension payments accruing 
each year. The pensions are to be 120 marks ($30) per year 
in case of old age, and in case of disability are to vary from 
120 marks to 250 marks (from $30 to $62.50), the sum varying 
according to the length of time for which contributions have 
been paid on account of the individual workman. It is, of 
course, impossible to know in advance what premiums will be 
necessary to yield these payments, and a permanent scale of 
contributions is not fixed in the bill, but is to be determined 
by the Imperial Insurance Bureau within ten years after the 
act goes into operation. Until such a final scale is arranged, 
the payments by the employers are to be 4 pfennigs per day, 
half on their own account, half on the workmen’s account. 
Adding 2 pfennigs from the empire, we get a total premium 
of 6 pfennigs per day, or 36 marks per working year of three 
hundred days. In the bill, as it lies before us, it is not clear 
when its provisions (should it become law) are to go into 
effect. It is made a condition for getting a pension for old 
age, which begins with the seventy-first year, that contri- 
butions must have been paid during thirty years preceding; 
and, similarly, payments during at least five years are required 
for the pension in case of disability. Apparently, no arrange- 
ments are made to bridge over the period before these provi- 
sions can go into effect. 

No doubt, changes will be made in details; but it is more 
than likely that in its main features this bill will become law. 
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When this is done, the last step in this remarkable series of 
measures will have been taken. The German workman will 
then be provided, partly by deductions from his stipulated 
wages and partly by payments from his employer and from 
the state,— which probably will not be without their effect on 
his wages,— against sickness, accident and death from acci- 
dent, and incapacity from old age or other cause. He will 
have no provision, however, in one serious contingency, that 
of lack of employment. A laborer who is out of work has 
no claim to indemnity for accident. He can retain his claim 
for indemnity in case of sickness only if he continues himself 
to pay his insurance contributions.* His rights under the 
pension bill just described are again limited by the time when 
he is at work and when contributions continue to be paid on 
his account. For instance, he is obliged to wait thirty years 
before a right to pension for old age accrues. These thirty 
years, however, are not calendar years, but years of contribu- 
tion. Three hundred days for which contributions are paid 
count asa year. If he is sick, it is true the time still counts 
for him under the proposed bill, even though no contributions 
be paid; but if he is out of work, the time is lost. In fact, 
the alleviation of distress resulting from a laborer’s failing to 
work is left to the ordinary machinery of the poor law. 
Obviously, one great cause of misery and discontent thereby 
remains as it was, unaffected by the new legislation. Changes 
in the poor laws are, it is true, under consideration, and it 
remains to be seen what may be done in this direction. But 
unless a considerable departure is made from sound principles 
in reshaping the poor laws, the insurance legislation is likely 
to fail in attaining one object, which undoubtedly is prom- 
inent in the minds of its framers,—the check to the success- 
ful propaganda of the socialists. 

On the other hand, it is not easy to see how any other 
course is open to the German legislators. A guarantee of 
support and aid, sufficient in amount and not disagreeable in 
kind, cannot be held out safely to the average laborer for the 
case of his being out of work. It could result only in shiftless- 
ness and demoralized character. The Malthusian objection 
would be unanswerable. A writer in a recent issue of the 


*See § 11 of the Sick Insurance Act, vol. ii. p. 115, of this Journal. 
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Jahrbuch fir Gesetzgebung* has laid it down that the in- 
surance legislation on its present lines is not inconsistent with 
the principle of self-help or with the maintenance of sound 
character, for the very reason that it gives no guarantee of 
work, or of aid in case there is no work. Whether or not 
this be true of the legislation so far as it has yet gone, it cer- 
tainly points out the limits beyond which this or any benevo- 
lent legislation cannot go with safety. 


WAGES AND PROFITS. 


Readers of this review will perhaps expect me to say 
something in answer to Mr. Macvane’s criticisms, in the last 
number, on the doctrine of Distribution contained in the 
Economics of Industry. I have come across most of his 
objections before, but never, I think, so ably and coherently 
stated; and I therefore desire to treat them with all respect. 
They cover, however, so wide a ground that a full answer here 
is out of the question. I propose, therefore, to select what 
seem to me his two most striking points, and submit my own 
views with regard to them briefly, and without staying to in- 
dicate the respects in which they seem to me to differ from 
those of General Walker. 

I regard the wages fund doctrine not as false, but as preten- 
tious and misleading. As explained by careless writers, it is, 
I think, false. As explained by Cairnes and others, it is so far 
explained away that there is very little left in it to justify its 
title, and nothing at all which cannot be expressed better in 
other ways. Its form is objectionable, because, while not call- 
ing attention to the real differences which there are between 
markets for labor and markets for goods, it implies differ- 
ences which do not exist; and, after all, it is but a fragment, 
isolated, discontinuous with the rest of economics, and a hin- 
drance to a scientific conception of the whole subject. 

The theory of Normal Wages given in the Heonomics of 
Industry is not in contradiction to the wages-fund doctrine 
as explained by Cairnes, but claims to expand and develop 
that doctrine, and to fit it into its proper place in the whole 


* Dr. H. Thiel, in Jahrg. 11, Heft 2, pp. 69-73. 
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body of economic theory. But Cairnes himself could not 
get free from the misleading associations of that unfortunate 
phrase. In one case only does he attempt to apply his doc- 
trine so carefully explained to a practical problem. That one 
case relates not to Normal Wages, but to Market Wages; and 
on that we join issue. 

He argues (Leading Principles, pp. 203, 204) that if there 
is an increase of labor not accompanied by an increase of 
capital, and if the labor is of such a kind as to be employed 
in conjunction with fixed capital and raw material, some of 
the capital in the island will be diverted to this purpose, that 
therefore the wages fund will “ contract as the supply of labor 
expands.” In opposition to this, it is argued in the Zco- 
nomics of Industry (p. 205) that the new labor will instantly 
“increase the net produce of capital and labor, and therefore 
the Wages-and-profits Fund. It is true that employers will 
compete less keenly than before for the hire of labor, partly 
because there is more labor to be hired, and partly because it 
will answer their purpose to divert some of their means from 
hiring laborers to providing more auxiliary capital; and there- 
fore the rate of wages will fall. But it is not certain, nor 
even very probable, that the whole share which labor gets of 
the Wages-and-profits Fund will amount to less than before.” 
Mr. Macvane, as I understand, takes this as the crucial point 
of difference between us. He says (p. 27, note): “There can 
be no question that this result will follow in the course of 
time. But will it—as a matter of physical possibility, can it 
—happen at once? Must not the increase begin at the begin- 
ning of production?” 

I answer: It can happen at once. The moment the laborer 
is set to work, more partly finished processes of production 
are finished than would otherwise have been the case, more 
processes just begun are carried a little further, more new 
processes are begun. Though the spinner cannot get as his 
wages to-day the carpet that will be made of the yarn which 
he spins to-day, there are pretty sure to be enough carpets 
in store to meet the increased demand due to the increased 
aggregate of wages, which in my belief there would be; and 
manufacturers and dealers, knowing that larger supplies than 
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before are being made, will not hesitate to sell freely from 
their stocks. Of course, it is true that a sudden and unex- 
pected increase of labor in a place which had no means of 
importing corn might cause a temporary scarcity of food. 
But Cairnes, of course, does not assume the increase to take 
this catastrophic form; and, indeed if he did, what he says 
about fixed capital would be irrelevant, for in this extreme 
case there would be a temporary scarcity of food, whether 
much fixed capital were used or not. His argument shows 
that he regards the increase of labor as gradual, so that there 
is time for producers to divert their energies from the produc- 
tion of wage-capital to that of auxiliary capital. 

I admit, however, that “the Wages-and-profits Fund” is not 
a good term. I adopted it as a catch-word, to indicate my 
opinion that wages and profits have their normal values deter- 
mined by causes of the same general character. For that pur- 
pose, I retained the latter half of the old term wages-fund. 
But really what is meant is not a fund of stored up wealth 
sufficient to afford wages and profits for a fixed period, say a 
year: it is rather a flow of income to be distributed. 

To avoid misapprehension, I should perhaps say that I do 
not speak of wages as “paid out of the products of industry,” 
in a sense in which this may be understood to mean that labor 
is not supported by capital. On this point I seem to be in 
entire agreement with Mr. Macvane. The bargain between 
labor and capital is doubtless that the wage-receiver gets com- 
mand over commodities in a form ready for immediate con- 
sumption, and in exchange carries his employer’s goods a stage 
further towards being ready for immediate consumption. But, 
while this is true of most employees, those who finish the proc- 
esses—é.g., those who put together and finish watches— give 
to their employers far more commodities in a form ready for 
immediate consumption than they take from them; and thus 
the balance is redressed. Taking one season of the year with 
another, so as to allow for seed and harvest time, workmen 
as a whole hand over to their employers more finished com- 
modities than they receive as wages. But—to say nothing of 
machinery and factories, of ships and railroads—the houses 
loaned to workmen, and even the raw materials in various 


NOTES AND MEMORANDA 221 


stages which will be worked up into commodities consumed 
by them, represent a far greater advance of capital to them 
than the equivalent of the advances which they make to the 
capitalist, even when they work for a month for him before 
getting any wages. 

The other remark of Mr. Macvane to which I desire to 
reply is one the force of which I think I must have failed 
to catch; for, if I have understood him rightly, our differ- 
ence is here a very real one. He says (p. 9): “If a good man- 
ager can create as much wealth as one hundred men when 
good managers are few, he can do the same when good man- 
agers are numerous. If his earnings are to be the addition 
his work makes to the produce of capital and labor, how can 
mere increase of the number of men capable of thus adding 
to the produce of capital and labor diminish his earnings? 
Mr. Marshall, in accounting for the decline, cites as analogous 
the decline in the wages of skilled labor as the number pos- 
sessing the skill increases. But there is this fundamental 
difference between the two cases, which renders analogy ,be- 
tween them impossible for the purpose in hand. Skilled 
labor has specific products of its own, which fall in value as 
the supply of them is increased. But management has no 
distinct products of its own. All production needs manage- 
ment, and all products cannot fall in value.” Can Mr. Mac- 
vane mean that every increase in the output of a business 
must cause a proportionate increase in its exchange value? 
His words seem to imply this, but I prefer to suppose that I 
have misunderstood him. So I will merely restate my own 
position. 

It is well known that great economies have been introduced 
into many branches of iron manufacture by diminishing the 
number of times which the metal is heated in passing from 
pig iron to its final form. Suppose an iron manufacturer with 
a capital of £50,000 to be getting in normal times a net profit 
of £4,000 a year, £1,500 of which we may regard as his 
earnings of management. We assume that so far he has been 
working in the same way as his neighbors, and showing an 
amount of ability which, though great, is no more than the 
normal or average ability of the people who fill such excep- 
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tionally difficult posts. That is, we assume that £1,500 a year 
is the normal earnings for the kind of work he has been doing. 
But, as time goes on, he thinks out a way of dispensing with 
one of the heatings that have hitherto been customary; and 
in consequence, without increasing his expenses, he is able to 
increase his annual output by things which can be sold for 
£2,000 net. And, so long as he can sell his wares at the old 
price, his earnings of management will be £2,000 a year above 
the average. His neighbors, however, will copy his plan; 
and perhaps, for a while, they will all make more than average 
profits. But before long competition will increase the supply 
and lower the price of their wares, until the profits of the 
business are such as to give only normal earnings of manage- 
ment as before; for no one could get extra high wages for 
making eggs stand on their ends after Columbus’s plan had 
become public property. As soon as any plan of manu- 
facturing is so far reduced to routine that it no longer re- 
quires exceptional ability, those who follow the method add 
much less to the efficiency of production than they would 
have done if they had had to think out the method themselves. 
The production is as great as it would have been; but more 
of it is due to knowledge which is the common property of the 
world, and less of it is due to the comparatively commonplace 
men who are able to follow in the now well-beaten track. 
Putting aside the gains of speculation, which require to some 
extent a separate treatment, it remains true that competition 
tends to secure to each ordinary employer earnings of man- 
agement equal to what his work adds to the efficiency of pro- 
duction, so much and no more. Inventors and pioneers are 
seldom able to retain for many years, even if they ever get it, 
the full value of the addition they make to the efficiency of 
production. It must, however, be admitted that occasionally 
a man will complete improvements which others have nearly 
worked out, and by patenting the last little link which he 
has added, get more than his deserts. 

As to the question what part of his profits should be called 
rent, I wish to say that I do not attach great importance to 
this method of speaking in spite of the great support which it 
has from the traditions of Senior and of many foreign econ- 
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omists from the time of Storch and Mangoldt (see, for in- 
stance, Mataja’s Unternehmergewinn chap. i. § c.). I regard 
it only as an analogy, and, moreover, as one which, if pressed 
too far, is likely to be misleading. In particular, it is difficult 
to know how much the success of any business man is to be 
ascribed to his good fortune in getting on work suited to him, 
and ought therefore to be balanced against the failures of 
others, who turn out to have selected a wrong occupation for 
their faculties. When a fisherman makes a good haul, we 
do not count it as rent: we set it off against the bad haul, and 
expect him to get in the long run earnings for his labor and 
interest on his capital, but nothing more; but this brings us 
to the fringe of a difficult set of problems, which could not 


be adequately discussed here. 
ALFRED MaRsHALL. 


OCCUPATIONS OF IMMIGRANTS. 


Immigration has lately become a staple topic of discussign. 
The possible necessity of its restriction has been mentioned 
in public addresses by Senator Cullom and Mr. Chauncey M. 
Depew. Not long ago, a number of Public Opinion con- 
tained nearly four pages of extracts from articles on this 
subject, published in thirty-eight newspapers. The Ohio Re- 
publican platform even contains a suggestion of restriction. 
“ We view with alarm,” says the platform, in the tritest of all 
trite political phraseology, “unrestricted emigration from for- 
eign lands.” Congress is urged “to pass such laws and estab- 
lish such regulations as shall protect us from the inroad of the 
anarchist, the communist, the polygamist, fugitives from jus- 
tice, the insane, the dependent pauper, the vicious and crimi- 
nal classes, contract labor in every form, under any name or 
guise.” 

The State Department has published a bulky volume of 
consular reports on immigration, embodying an abridgment of 
statistics of the occupations of immigrants, taken from the 
annual reports of the Bureau of Statistics. This bears on 
the most interesting branch of the general subject. Little 
information about immigration beyond the number of arrivals 
reaches the public. Occasionally, attention is called to the 
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numbers from particular countries, and sometimes an article 
is published containing estimates of the amount of property 
brought into the country by immigrants or the economic 
value of immigrants to the country; but the official reports 
are seldom searched for anything else. The State Depart- 
ment document referred to does present some figures showing 
the numbers of skilled and unskilled immigrants; but these 
of themselves tell little, because it is a question what occupa- 
tions are skilled. In the reports of the Bureau of Statistics, 
clerks appear as skilled; while merchants and dealers belong 
to the miscellaneous category. The State Department tables 
of occupation are not so full as those published by the Bureau 
of Statistics, and do not show how few persons belonging to 
certain leading occupations come to this country. 

When the present tariff was under debate in the Senate, 
there was, of course, a great deal said about the superior con- 
dition of working people in this country, and about rates of 
wages and costs of living; and finally a New England senator 
brought forward the argument for his side in the following 
shape : — 


There are thousands and thousands of operatives in cotton factories 
in this country. They are, and are becoming, American citizens. They 
have come from English cotton factories to ours, and they never go 
back. Now, no matter who makes tables of statistics, these men know 
what they have left and what they have come to. They have left their 
parents and brothers and sisters behind them, and they communicate 
with them; and they know by a very terrible practical experience what 
it is to be operatives in English factories, and they have travelled by 
land and sea to come to ours. 


There can be no question about the good faith of the 
speaker. He believed that the great cotton mills of his own 
and the neighboring States were filled with operatives who had 
learned their trades in England or on the continent, and had 
fled from the starvation wages of the Old World to the peace 
and plenty of the New; and the same thing was believed on 
the opposite side of the chamber. 

The ten years from 1877 to 1886 inclusive were years of 
large and small immigration. They were years of prosperity 
and depression both here and abroad. The period is sufficient 
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to give value to an analysis of its immigration statistics. In 
these years, 4,255,295 immigrants arrived in this country. A 
small fraction more than one-half, being mostly women and 
children, stated no occupations. The occupations of 2,120,- 
582 immigrants are stated in reports of the Bureau of Statis- 
tics, 24 occupations being classed as professional, 133 as skilled, 
and 42 as miscellaneous. Of all the immigrants, 963,938 are 
classed simply as laborers. This is about 48 per cent. of all 
whose occupations are stated. These are absolutely unskilled 
laborers, for the men who have worked on farms or driven 
teams or pursued any other occupation that can be named are 
otherwise enumerated. The farmers and farm laborers num- 
bered 372,389, or about 18 per cent. The servants numbered 
177,450. Whether these should be classed as unskilled laborers 
the American housekeepers can perhaps testify. They make 
a little more than 8 per cent. The miners were 38,570, or 
less than 2 per cent. It is true that miners are in a sense 
skilled, but their wages are so low that they belong with the 
unskilled laborers and the farm laborers. These laborers with 
no skill at all, these house servants, these tillers of the soil, 
and these delvers beneath the soil make a total of 1,552,297, 
or 78.2 per cent. of all the immigrants whose occupations 
were stated. 

Take now the leading handicrafts. The carpenters fur- 
nished 61,967, or nearly 3 per cent. of immigrants with occu- 
pations; the blacksmiths, 21,318; the masons, 21,580; the 
tailors, 22,995; the shoemakers, 22,723; the bakers, 14,677; 
the butchers, 13,991; and persons classed as engineers, machin- 
ists, etc., 13,668. This group of handicraftsmen furnished 
192,919 immigrants, or 9.1 per cent. Eleven other handicrafts 
— namely, stone-cutters, plasterers, plumbers, painters, cabinet- 
makers, locksmiths, saddle and harness makers, shopwrights, 
printers, coopers, and hatters— altogether furnished 40,157 ; 
and persons classed as mechanics and artisans not otherwise 
described numbered 23,735. These two groups make another 
3 per cent. of the immigrants with occupations. The mari- 
ners and the dressmakers and seamstresses are not closely 
allied ; but together they make a little more than 1 per cent., 
the mariners numbering 14,929, and the dressmakers and seam- 
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stresses 8,633. The merchants and traders foot up to 64,540, 
the tobacconists and workers in tobacco, a mixed class of 
tradesmen and handicraftsmen, to 9,165, and the clerks to 
27,128, the three classes amounting to 100,828, or 4.8 per cent. 

The precise effect of the tariff in making our country a 
land of refuge for the toilers of the Old World is not very 
apparent in figures thus far. We must get down to smaller 
figures, in order to find the classes drawn to this country in 
this manner. 

The cotton spinners, the spinners not otherwise described, 
the silk, wool, and other weavers, the wool-sorters, the oper- 
atives not otherwise described, the calico printers, carders of 
all kinds, and the flax-dressers may be lumped together as 
employees in textile industries. Of these, only 23,816 are 
enumerated in the immigration tables for ten years. This is 
about 1.1 per cent. of all the immigrants with stated occupa- 
tions, or half that fraction of the total immigration. These 
being the facts, it appears that there must have been a sub- 
stantial exaggeration in the statement that there were thou- 
sands upon thousands of English cotton operatives in the cot- 
ton factories of this country, though, in a certain very narrow 
sense, the statement is true; for, if there were in our cotton 
factories four thousand persons who had come from English 
cotton factories, the language referred to would be strictly 
true, though unquestionably deceptive. 

The other class of occupations most directly affected by our 
tariff is composed of the workers in metals. If we take all 
the iron workers mentioned in the tables, divided up into six 
or eight trades, and add metal rollers and workers, brass- 
workers and wire-workers, nail-makers, cutlers, and file-makers, 
we find that workmen in all these trades to the number of 
8,133 reached this country in ten years. This is not much 
more than one-third of one per cent. of the immigrants with 
occupations. 

There are a few other occupations that have received espe- 
cial encouragement from legislation, but this encouragement 
has small effect upon immigration. In the ten years under 
consideration, 713 potters, 206 paper-makers, 767 glass-blowers, 
84 hosiers, and 1,912 tanners and curriers came to this coun- 
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try. If we add together the immigrants in the textiles and 
metal industries and these five miscellaneous industries, we 
have a total of only 35,581, or considerably less than 2 per 
cent. of all the immigrants with occupations. 

The thousands upon thousands of foreigners in our cotton 
mills are to a great extent people who had never been in a 
cotton mill till they came here. They came here as persons 
without occupations, or as laborers, or as servants, largely as 
children, and in the course of their efforts to find something 
to do drifted into the cotton mills. The same thing is true of 
the woolen mills and the iron-making establishments. How- 
ever much our tariff may improve the condition of working 
people in the protected industries, it does not improve their 
condition to such an extent as to tempt any very considerable 
number of people in Europe who have learned the trades to 
come to this country. If the unskilled laborers and the farm 
laborers and the servants and miners have intelligence enough 
to know about the United States, and can get money enough 
to come here, the more intelligent and better paid operatives 
in factories and mills could easily get here. There are no 
means at hand of ascertaining what ratio the number of emi- 
grants from Europe of each class bears to the total number of 
people in such class in the country from which they emigrate ; 
but the operatives in metals and textiles, etc., are certainly 
numerous enough to have furnished us with more immigrants 
than we received, had the temptations which we offered been 
as alluring to them as they were to the classes industrially 
below them. 

Primarily, it is our land that draws immigrants. The great 
bulk of them are people who can dig, and who cannot do any- 
thing else beyond such supplementary labor upon the soil 
as is involved in farming. A country of rapidly increasing 
population builds a great many houses, and requires a great 
many new coats and shoes; and so the most numerous groups 
of immigrants after the farmers and diggers and personal 
attendants are the carpenters and smiths and masons and 
tailors and shoemakers. The tables afford no evidence that 
the tariff and any advantages secured by it for those who 
work upon protected commodities draw people hither from 
foreign lands. 
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The emigrant is sometimes described as the enterprising 
and progressive person of his hamlet; and we sometimes 
flatter ourselves that we are getting the pick of European 
workmen, because only the most energetic and ambitious 
would undertake the dangers of removal to another country. 
These figures show the contrary. They show that the great 
bulk of our immigration consists of the people who can find 
no place in their own country. This immense preponderance 
of the classes whose wages in Europe are the lowest, and 
whose lack of acquired skill makes their securing of employ- 
ment most difficult, shows that we are getting the Europeans 
who can’t get a foothold in their own country,— we are get- 
ting what is left over after all the places in Europe are filled. 


Frep. Perry Powers. 


A SUGGESTED REARRANGEMENT OF ECONOMIC STUDY. 


It is not often that those scholars to whom the present state 
of economics seems quite unsatisfactory venture on an explicit 
statement of the manner in which improvement should take 
place; but, in the last number of the Jahrbuch fir Gesetz- 
gebung, Dr. Hasbach presents a scheme for reshaping instruc- 
tion in economics, which is tantamount to a scheme for 
reshaping economic science, and which, though not aiming to 
be more than tentative, yet is given in such detail as to make 
tolerably clear the extent of the proposed departure from the 
beaten track. The author is professor in Greifswald, and has 
been a pupil of Professor Schmoller; and Schmoller himself 
adds a note, in which he points out wherein he agrees and 
wherein he does not agree with his former pupil. We have 
therefore something like an authoritative statement of what 
the adherents of the more pronounced historical school wish 
to effect. 

Hasbach would begin instruction in economics by a study of 
industry and of the technical processes of industry,—a study 
of mining, fishery, forestry, agriculture, the manufacturing 
arts, and commerce. Charts, illustrations, models, inspection 
of manufacturing and other establishments, should form part 
of the teaching, which would therefore be carried on most 
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advantageously in towns that are near to an active and varied 
industrial district,—for instance, in Bonn. A previous training 
in natural science promotes the thoroughness of such study; 
and the author believes that study in the Real-Gymnasien, the 
non-classical schools, would form an excellent preparation for 
economics. The next step is the study of economic history,— 
a subject which Hasbach believes to be hardly more than ex- 
plored as yet, but still affording materials for a good general 
presentation. Then comes the study of economic theory. 
Until the first two stages have been gone through, the stu- 
dent is not equipped for economic theory, because “the 
theory of economics is an analysis of the economic life of the 
civilized peoples of our time.” In its domain should be 
placed all conclusions of a theoretic kind, which the custom- 
ary arrangement of economics in the hands of German writers 
puts into the fields of finance and economic policy. Theory 
is to embrace a larger number of subjects, and bring about 
a thorough understanding of economic life. The author illus- 
trates his meaning on this point of the enlarged scope of e¢o- 
nomic theory by explaining that, under the subject of ex- 
change, not only value in exchange, price, and money are 
to be handled, but a detailed treatment must be given to the 
subjects of transportation, markets, and exchanges (Bérsen), 
weights and measures, money and coinage, moneyed capital 
and banking, the function of trade and the influence of ex- 
isting law,— so exact a theoretic treatment to all these topics 
that “not a corner of economic life shall fail to be lit up.” 
Elsewhere, he mentions that the question of government man- 
agement as against private industry, the economic effect of 
direct taxation, the operation of indirect taxes, are to be taken 
out of finance into theoretic economics. He believes that, 
with such full treatment, the insignificance of the field in 
which deductive treatment is possible will become obvious; 
and controversy as to methods will be heard less. 

This would close economic study proper. Apart from it, 
but closely connected with it, stand certain other subjects, of 
which parts are now apt to be included by German writers in 
the strictly economic field. These are: first, administrative 
law; second, the investigation of practical economic and social 
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questions of importance at the time (such as, for our time, 
bimetallism, American competition, and insurance legislation) ; 
and, third, politics, or political science. In other words, the 
student of economics would have six subjects, or courses of 
lectures, to pursue; namely, processes of industry, economic 
history, and economic theory in one group, and administration, 
practical economic problems, and politics in another group. 

But of these subjects, oddly enough, the first three are not 
to be taught by the professor of political economy. He is to 
teach only two in the first group,— economic history and eco- 
nomic theory,— while he is also to handle the practical eco- 
nomic problems in the second group,— a shifting of the line 
of division, which indicates that the attempted discrimination 
between economics and the related fields of administrative 
law and politics is not so severely logical as it assumes to be. 

Professor Schmoller adds a note to Hasbach’s proposal, 
expressing general agreement with it. He believes that study 
of the processes of industry is a necessary introduction to that 
of economics; and he says that he advises every student to 
attend lectures on economic history before undertaking the 
study of economic theory. He acts already in the line of his 
pupil’s suggestion by not treating finance as a separate sub- 
ject. He lectures instead on general financial and adminis- 
trative history. On other points, he differs. He doubts the 
expediency of separate departments and faculties of political 
science, the establishment of which Hasbach advocates. More- 
over, he does not believe that a study of natural science is the 
most useful preparation for that of economics. As the latter 
belongs to the mental sciences, and its fundamental questions 
are historical and psychological, a classical and philosophic 
training gives the best foundation for it. 

There is nothing in this proposed rearrangement of a course 
of extended economic study which is inconsistent with the 
severest deductive or “orthodox” treatment of the subject. 
No one will deny the advantages of a careful description of in- 
dustry and investigation of economic history, though it may 
be doubted whether as much time should be given to each of 
these as to economic theory itself. Moreover, the present 
writer agrees that a fairly detailed analysis of what may be 
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called the social organism forms the best introduction to eco- 
nomic study, and that treatises and text-books would be 
improved if their opening chapters consisted mainly of de- 
scriptive matter. Dr. Hasbach, however, goes too far in 
demanding a complete course of study on the processes of 
industry as indispensable to an understanding of economics. 
Interesting and useful as such a course might be in itself, 
much less would serve the economist’s purposes. The general 
drift of the proposal, however, is not without support among 
writers who have little sympathy with the extreme historical 
school. Professor Newcomb begins his exposition in his 
Principles with a book entitled “Description of the Social 
Organism”; and, as was noted in the last issue of this Jour- 
nal,* the unfinished treatise left by Professor Jevons contem- 
plated a similar introductory part. 

That the study of economic history should precede that of 
economic theory seems quite inadvisable. The value of such 
study — indeed, the absolute need of it as a means of training 
in the application of economic principles —is almost beyond 
dispute. But it helps the student more, if undertaken after 
a training in economic reasoning, or, at least, side by side with 
it. Here again, however, there is occasion to dissent rather 
as to the arrangement and sequence of study than as to the 
subject-matter to be taught. 

Doubtless, a more serious difference of opinion would be 
brought out if Hasbach and Schmoller had stated more ex- 
plicitly what they would include under economic theory. The 
hints of the former indicate that “theory” would include a 
great deal of matter which others would call descriptive, such 
as a treatment of coinage, of transportation, of weights and 
measures. Already, English readers of German treatises 
(Schénberg’s Handbuch, for instance) are often at a loss to 
know where they are, whether in the domain of economic 
analysis or in that of economic description and practical poli- 
tics; and this uncertainty would probably be felt still more in 
a treatise by Schmoller and his pupils. These scholars would 
probably drop as completely as possible not only those “ pedan- 
tic accumulations of definitions, disquisitions as to what con- 
sumption is, what is production, what is capital,” which 

* Vol. ii. p. 65. 
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Schmoller repudiates with a contempt not entirely without 
excuse, but also all deductions from the play of human motives 
under assumed conditions not corresponding literally with the 
facts of industry. On this point alone, a real and serious dis- 
agreement exists between the deductive economists and the 
advocates of exclusively historical and practical treatment. 
Even here, we cannot be sure that the disagreement is really 
serious; for the historians never have stated explicitly how far 
they would go in flinging away deduced principles. Very 
likely, a treatise from them, if finally worked out, would show 
at bottom only a difference in emphasis, in the degree of cor- 
rectness ascribed to general conclusions, in readiness to apply 
them at once to practical questions, and not a substantial dis- 
sent from the essential principles of classic political economy. 


F. W. Tavssie. 


CORRESPONDENCE. 


ECONOMIC THOUGHT IN RUSSIA. 


Cuarkov, September, 1887. 

LitTte is to be said about the state of economic literature in 
Russia. Our economic literature is neither old nor is there 
much of it. It has had a real existence only within the last 
thirty years. It is true that economic works were published 
before, but very rarely. By way of proof, some significant fig- 
ures may be mentioned. Between 1806 and 1856, no more 
than 1,500 economic publications appeared: whereas, in the 
period from 1856 to 1879, the number was 4,500. That is, in 
the course of half a century there were but one-third as many 
publications as in the five-and-twenty years following, the pro- 
duction per year being thirty against one hundred and forty. 
In the earlier period of half a century, the well-known treatises 
of Adam Smith, Say, and Blanqui were translated into Rus- 
sian. Only a single treatise of this period can be said to show 
originality, and to be of some importance,— Butowsky’s On 
the Wealth of Nations (1849). Its importance, however, lies 
only in the fact that it covers the whole field of economics; and 
it is original only in the sense of not being a translation. The 
author studied the literature of foreign countries, and pre- 
sented the results of his studies in Russian. 

The state of Russia during this period was such that no lit- 
erature could well arise. The censorship during the thirty 
years’ reign of Nicholas smothered all thought. State and 
society were in a condition of stagnation, and there was no 
stimulus to scientific thought. Literary capacity was rare, and 
culture was confined to a few hundred high officials. 

The year 1856, after the Crimean War, was a turning-point. 
The war had brought the conviction that the old system of 
government was untenable. Reform began. The serfs were 
emancipated, railroads were built, a large number of credit 
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institutions were created, local self-government was established 
in cities and provinces. Economic training was required for 
these measures, and a demand for the study of political econ- 
omy set in. Political economy became the fashion. The 
newspapers of that date are full of articles on economic sub- 
jects, and a periodical, the Economist, was established for 
their special treatment. But the foundations of economic sci- 
ence did not exist. There were no text-books, and the supply 
of all kinds of economic literature was deficient. It was of 
course impossible to write text-books at once ; and translations 
of German, French, and English works were resorted to. The 
well-known treatises of Roscher, Thiinen, Garnier, Ricardo, 
Mill, McLeod, Carey, appeared in Russian, with more or less 
of editing and modification. This translated literature main- 
tains itself to our day. Valuable publications appear in for- 
eign countries; and so, for example, we have had recent trans- 
lations of Cossa’s Italian text-book and of the second volume 
of Marx’s Capital. But the period of translations has passed ; 
and the most important part is now played, not by translations, 
but by works written in Russian. Foreign works can teach us 
only economic principles. We have studied them and learned 
something from them; but Russian society has its own prob- 
lems, imperatively demanding solution. These problems have 
found consideration in the Russian text-books,—the land prob- 
lem, for instance, the problem of clearing off the dues of the 
peasantry, and others. In the earlier period there was but one 
treatise of this kind,— Principles of Political Heonomy, pub- 
lished in 1862 by Gorlov, at that time professor at the Univer- 
sity of Petersburg. Other treatises, by Hodsky, Ivanykov, 
Werden, and Antonovitch, are of very recent date, between 
1880 and 1887. All are more or less successful compilations, 
and all are much influenced by German models. 

Our monographic literature deserves more attention. Some 
monographs are thoroughly independent investigations, and 
may be compared with the best of similar foreign works. But 
this is, of course, not the case with the majority; and the aver- 
age is mediocre. The average quality is certainly below the 
average, for instance, of German literature. The thoroughness 
of the Germans is not to be found. The Russian is more super- 
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ficial, less serious: in this respect, he is rather like the French- 
man. But he is also like the Frenchman in another less unfa- 
vorable point. His presentation is clearer than that of the 
German, his style more simple and less involved. Doubtless, 
the character of the Russian language has its effect. Its con- 
struction is more pliable and permits greater variety than is the 
case with the German language, with its stiff professorial style. 
Our language has more resemblance to French and English. 
Still another peculiarity of Russian literature is this: English, 
French, and German writers, as a rule, are familiar only with 
the literature of their own country. Russian authors are 
more cosmopolitan. German, French, English, and in recent 
times not unfrequently Italian, works are regarded. Neverthe- 
less and for all that, the average quality is not particularly high. 
Some monographs come from the pens of youthful writers, 
and, as might be expected, carry the stamp of their authorship. 
They are, in the main, dissertations written in order to obtain 
a degree, and occasionally are patchwork pure and simple. 
Finally, we may note the difference between the old and the 
new modus scribendi. In former times, the would-be writer 
collected a few shelves full of books, read them, and wrote a 
monograph. A new book was done and ready in the course 
ef afew months. If the writer was empty-headed, an eleventh 
book was simply added to the other ten. If he was a man of 
capacity, he enriched the literary supply with a new compila- 
tion, but, after all, only a new compilation from the same 
material. Nowadays, the task is more complicated and difficult, 
and more is demanded of a monograph. Quite a different pro- 
cedure has become the fashion. The modern author must col- 
lect his material himself, at the place where it lies. He must 
often make wearisome and expensive journeys; he must search 
through the large libraries and archives of Berlin, Vienna, 
Rome, Paris, before he can produce a thorough piece of work. 
Time and money must be expended. If he has skill in work- 
ing over his material, the result is good. If he has not such 
skill, the result is neither good nor bad, but something at least 
is gained in the shape of the new material. Another writer 
will not fail to appear, who will be able to make better use of 
it. This laborious procedure is not necessary for the treatment 
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of all subjects. Abstract investigations do not demand it; but 
economic monographs, treating abstract questions of theory, 
are in the minority, and appear very rarely. In recent years, 
but one important work of this kind has been published, 
Siber’s Ricardo and Marz (1885). Most monographs treat 
of concrete subjects, and studies of this character prevail 
largely in the most recent Russian literature. 

The majority of our economic works have a practical origin. 
They owe their existence to the immediate and urgent needs 
of our social conditions, which have stimulated thought, or at 
least are closely connected with recent investigations. 

The first in order of the questions presented by our social 
conditions —a question which in its time attracted not a little 
attention, and made not a little bad blood — was that relating 
to the peasantry and the land. The emancipation of the serfs 
in 1861 brought with it the need of regulating the proprietary 
rights of the peasantry. But almost all peasant proprietorship 
was and still is ownership by the commune. The question 
arose whether the government should promote this system of 
ownership. Some were of the opinion that the commune 
should be split up, in order to improve agriculture. This 
opinion aroused great opposition on the part of the Old Rus- 
sian party, which considered the peasants’ commune a sacred 
thing. The question is a most complicated one, and cannot 
be answered in a word. Not until recent years has the con- 
viction been reached that the commune must be retained, in 
order to insure to the peasants their ownership in the land, 
and this even though it is seen that such a system hampers the 
progress of agriculture. At present, our literature has hardly 
any opponents of the communal system. Thirty years ago, 
however, we were still much in the dark. The government 
was undecided. The law recognizes both kinds of ownership, 
communal and individual; and neither is promoted or ham- 
pered. Prince Vassilschikov, Messrs. Kavalin and Posnikov 
(I mention only the most prominent), have done much to clear 
up this question, and have done excellent service by their 
extensive monographs on it.* 


* Qn the emancipation of the serfs in Russia, we have two comprehensive: 
treatises, by Skrebitzky and Ivanykov. 
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The next problem was that of agricultural credit on long . 
time. It was supposed that the landed proprietor would need 
money. The serfs were free; and, in future, workmen would 
have to be hired. Moreover, many would find it necessary to 
buy agricultural implements. Hitherto, they had had none, 
their fields having been tilled by the serfs, with tools belonging 
to the serfs. Besides, the character of agriculture would un- 
dergo a reform; and machines would have to be substituted for 
manual labor. All this was going to cost money. But at that 
time there existed none but government banks, whose organi- 
zation was quite irrational. They made loans for periods of 
fifty-six years, while their means consisted of deposits payable 
on demand. They were able to maintain themselves only 
through the government and by aid from government funds. 
It was perceived that they were untenable, and it was deter- 
mined to wind them up. Attention had to be paid to private 
banks, which, however, had first to be created. At that time, 
few persons in Russia had any conception of private banking. 
The first treatise on private banks appeared just at this time, 
a monograph by the academician Besobrasov, on mortgages, 
in which different European establishments making loans on 
long time were described. The old government banks were 
wound up, and about twenty new joint-stock banks and credit 
associations were gradually founded. Very rosy ideas of the 
effect of credit were then entertained by Besobrasov, as well 
as by others. But one side of the matter was looked at,— the 
advantages which credit would bring. But an experience of 
thirty years has now shown that there are two sides to the 
matter, as there are to most things of this world. Now we 
know that credit helps only the thorough and careful farmer, 
but brings ruin to him who is careless and stupid. The landed 
proprietors now cry out that the banks have plucked them, 
and made high dividends at the expense of the land-owners ; 
that credit has obliterated the distinction between real and 
personal property, and taken the land out of the hands of the 
old nobility and put it into the hands of strangers. A consid- 
eration of this disadvantageous side of credit was undertaken 
by Mr. Hodsky, who published some years ago a thorough 
treatise on Agricultural Credit in Russia. This work rests 
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mainly on the well-known investigations, in the same field, of 
the German economist, Rodbertus. The nobility, which is all- 
powerful in Russia, has been successful within two years in 
securing of the government the establishment of an exclusive 
bank for the nobility. It is the object of this institution, 
which is founded by the government, and belongs to the 
crown, to compete with the private banks, and to assume, at 
a low rate of interest, the loans formerly contracted with 
these banks. It operates by means of mortgages. Its trans- 
actions as yet have had no considerable results. 

The third great task arose again in consequence of the 
emancipation of the serfs. The lands of the peasants, which 
had been in their possession from remote times, but in law had 
been the property of the gentry, now became private property 
of the peasants. In order to pay for them, the peasantry were 
required to pay to the government in the course of forty-nine 
years the assessed value of each plot. The government on its 
part used the money so obtained in order to pay the interest 
and principal of the securities which were given to the land- 
owners in exchange for their previous possessions. The peas- 
antry, of course, have also to pay various other taxes. Well, 
it is asserted that their burdens are by no means light. 
Whether or not this be the case, the fact cannot be disputed 
that the peasant is often in need of money, that he must pay 
high rates of interest to get it, and consequently falls into the 
hands of the usurer. It was endeavored to meet this evil by 
founding small co-operative credit associations on the model 
of the Raiffeisen associations in the Rhine provinces, and of 
the Schulze-Delitzsch associations of Germany in general. 
Messrs. Luginin, Jakovlev, and Kalypanov have done much in 
this respect by pamphlets, model statutes, and circulars of 
information, which they have published at low rates. 

Misfortunes never come singly, and no sooner had it become 
certain that there was a grave question of credit for the peas- 
antry than another difficulty appeared. In many villages, the 
plots which had been received by the emancipated serfs proved 
to be too small to support their families. In 1877, Mr. Janson, 
professor at the University of Petersburg, made a minute sta- 
tistical investigation of this question, and proved in figures 
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the insufficiency of the plots received by the peasants. The 
government had again to step in, and again by means of credit. 
Two years ago, a government Peasants’ Bank was established. 
If a peasant wishes to buy a plot of land, this bank advances 
him the money for the purpose, of which principal and inter- 
est are to be repaid by an annual payment of six per cent. 
through twenty-four years. The same privilege exists for com- 
munes and for associations of peasants for the purpose of buy- 
ing land. The bank secures its funds by selling mortgages 
founded on these transactions and guaranteed by itself. 
Closely connected with the insufficiency of the peasant’s plot 
of land is the question of his extra earnings. If his plot 
did not yield enough to support his family, how is he to fight 
his way? Answer: by various extra earnings as factory 
workman, as village mechanic, as day laborer. His chief 
resource is agricultural labor. The peasants of Middle and 
Northern Russia, where the land is sterile, swarm in spring 
to Southern Russia, where they work as agricultural laborers 
on the steppes. For this purpose, and for other purposes 
where collective work is to be done, they form associations 
(artels). Madame Jefimenko has earned a name in literature 
by a number of articles in periodicals devoted to this ques- 
tion. Mr. Issajev, professor at the Law School of Jaroslav, 
has also published a monograph on artels, which followed 
an earlier work on laborers’ associations in France and Ger- 
many. 

Russia’s fourth plague is the inconvertible paper money. 
This currency has existed in Russia since the last century. 
The Empress Catherine II. introduced it; and, since that 
time, it has not been possible to root it out. During the 
great Napoleonic wars at the beginning of this century, the 
total issue reached 836,000,000 roubles. Their value sank to 
42 per cent., then rose to 66 per cent. At the latter rate, 
the government redeemed them in 1839; and a remainder 
of 178,000,000 roubles was made convertible into coin. But 
this state of things lasted only to the time of the Crimean 
War. In 1854, specie payments were again suspended, and 
have not yet been resumed. The military expenses increased 
portentously; and the government turned to the good old 
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resource, the printing-press, as it had done in the time of 
Napoleon. The last war with Turkey increased the total 
paper issues to more than a milliard. That is the present 
situation. The paper stands at about eighty per cent. as com- 
pared with gold. It presents a most difficult task. In order 
to diminish the quantity of paper money, a new loan would 
have to be contracted; and the interest, of course, would 
bring another burden on a budget which already, without this 
new obligation, struggles with a permanent deficit. 

To this objective difficulty, a subjective one must be added. 
We have our inflationists, as other countries have had them ; 
and, as ill luck would have it, the late influential editor of 
the Moscow Gazette, Katkov, was the head inflationist.f He 
even succeeded in finding a few favor-currying economists, 
who worked over his articles and advocated his notions. Mr. 
Katkov, however, had such influence in Petersburg that he 
could drive from office any minister who refused to follow his 
advice. Mr. Kaufmann was the first who published a consid- 
erable treatise in Russia on inconvertible paper money. He 
chose as his subject the period of the suspension of specie 
payments in England, which he treated from the original 
sources,— the Parliamentary documents and proceedings,— 
and from which he proved the nature and effect of paper 
money. Subsequently, he wrote pamphlets ori the resump- 
tion of specie payments in Russia. Mr. Bunge, professor at 
the University of Kiev, and subsequently minister of finance, 
has published pamphlets on the same subject. 

Russia is an agricultural country. Its manufactures are 
little developed. Many cities have the look of the country, 
and the main occupation of their inhabitants is still agricult- 
ural. Good or bad crops are the important factors for the 
prosperity of the country. But the grain must find a market. 
In recent years, this market has been beset with formidable 
competitors. Fifty years ago, Russia and Hungary provi- 
sioned all the rest of Europe. About ten years ago, Ameri- 
can grain began to compete with Russian grain, and with no 
small success. Then came the importation from Australia, 


* [The reader will observe that the present letter is dated some weeks before 
the death of Katkov.] 
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and very recently that from India. This competition has 
caused no little trouble to the Russian grain-grower, and has 
even induced the government to take some measures. The 
minister of finance ordered Mr. Orbinsky to proceed to Amer- 
ica, to study on the spot the agriculture and the grain trade 
of the United States. The result of this journey was an inter- 
esting and comprehensive book, entitled The Grain Trade of 
the United States (1880). Even before this, the Geographi- 
cal Society of Petersburg had published a large encyclopedic 
work, consisting of a number of monographs. The society 
had requested experts in all the more important centres of the 
grain trade in Russia to write the results of their observations 
and to collect statistical material, and the work referred to 
was the result of these investigations. 

Forty years ago, we had not a single railroad. At present 
there are about twenty-three. Again, it was the Crimean War 
which proved that it was almost impossible to defend the 
country without means of transportation. But the railroads 
have cost much money and a great deal of trouble. The first 
road was built and managed by the government, and both con- 
struction and management proved very expensive. It was 
then decided to intrust the building of railroads to joint-stock 
companies. But the condition of the money market in Russia 
at that time made it impossible to secure the necessary capi- 
tal on this plan. The joint-stock method was almost unknown 
in Russia, railroads were new enterprises, and capital was 
timid. A French company then offered its services. It has 
built two lines, but has failed to carry out the great plan of 
providing all Russia with trunk lines. Nevertheless, the com- 
pany was of service to the country; for it proved to the Rus- 
sian capitalists, by an object lesson, that railroads are profi- 
table. The Russian capitalists then became enterprising, and 
were by no means inclined to leave this chance for dividends 
to remain in the hands of the foreigners. Nevertheless, the 
greater part of the capital invested in our railroads is still de- 
rived from abroad, railway securities finding their chief mar- 
ket in Germany. The history of railway building, during the 
thirty years which have followed, is a history of vacillating 
policy by the government. It gives a significant picture of 
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the hand-to-mouth administration at Petersburg, with its favor- 
itism and its bureaucratic methods. At the outset, the min- 
ister of transportation was authorized to select, at his dis- 
cretion, an entrepreneur, who took it on himself to found a 
stock company. It may be imagined what abuses were con- 
nected with this order, or rather disorder, of affairs. Next, 
public bids were resorted to; but the minister still had the 
right to set aside the lowest bidder and to select another, 
under pretext that the latter gave better security for doing the 
work thoroughly. Again, a pretty system! At last, the gov- 
ernment patched up a new plan. The individual entrepreneur 
was decided to be unnecessary, and the government itself forms 
the company and sells the stock. The stockholders have a gen- 
eral meeting under the superintendence of a government offi- 
cial, and elect directors. Experience shows that the railway 
magnates buy up the stock through straw-bidders, and get 
the enterprise into their hands exactly as in old times. Mr. 
Golovatschov has written a very interesting history of the 
railway troubles. Mr. Zechanovetzky, at that time professor 
at the University of Kiev, wrote a history of the English rail- 
road experience, based on the Parliamentary documents. The 
most important work, however, is one which embraces the 
whole subject of railroad transportation, written by Mr. Tschu- 
grov, professor at the University of Moscow. 

At the present time, we have more than two hundred and 
ten large joint-stock banks, as many credit associations, and 
about three hundred smaller city banks. All give commercial 
credit on short time. Matters have not always been in this 
condition. As has already been said, time was, especially be- 
fore the Crimean War, when agricultural credit was granted 
only by the government banks. The same was the case with 
commercial credit. At that time there existed but a single 
important bank of this kind at Petersburg, with a few 
branches in the larger provincial cities. This single institu- 
tion, which now has been re-formed and has been enlarged by 
the addition of fifty branches, belonged to the government. 
In the provinces there were no more than twenty smaller city 
banks. Credit hardly existed in Russia, and the nature of 
credit was not understood. The whole literature on the sub- 
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ject consisted of two translations of the well-known works of 
Coquelin and Courcelle-Seneuil. Messrs. Bunge and Beso- 
brasov, whose names have already been mentioned, were the 
first to treat the theory of credit in Russian; but the first 
work which treated the entire subject of credit was written 
again by Mr. Kaufmann. The same author published subse- 
quently a history of the old Italian banks. 

In closing, two remarks must be made, lest a false impres- 
sion be given of the condition of our economic literature. In 
the first place, this letter has mentioned only the more impor- 
tant publications, and has not considered articles in periodi- 
cals. In the second place, the literature of finance, although it 
doubtless belongs in the field of political economy, has not 
been considered at all. H. 


| 
| 
| 
| 


| 
| 
| 
| 


RECENT PUBLICATIONS UPON ECONOMICS. 


(Chiefly published or announced since October, 1887.] 


I. GENERAL WORKS, THEORY AND ITS HISTORY. 


Brini (G.). Le Sociali di Pi- 
etro Ellero: io. Bologna: N. 
Zanichelli. 16mo. pp.431. 4fr. 

CATTANEO (C.). Edite ed 
Inedite, raccolte A. Bertani. 


Vol. IV.: Scritti de Economia Pub- 
lica, Vol. I. Florence: Succ. Le 
Monnier. 16mo. pp. 391. 4 fr. 
FERRARA (F.). e Storico- 
critico degli Economisti e delle 
Dottrine momiche del Secolo 
XVIII. e Prima Meta del XIX. 
[Collection of Prefaces from 1st 
and 2d series of Biblioteca d 
Economisti.] Turin: Unione Tip- 
edit. 2vols. [Announced.] 
Karser (S.). Der Giiter Umlauf in 
seiner Bedeutung fiir die Volks- 
wirthschaft und in seiner Bezie- 
hungen zur Production und Con- 
sumtion. 2te (Schluss) Theil. 
Frankfort: Sauerlinder. 8vo. 
346. 6m. ([Complete, pp. 


12 m. 

Lacy dy. Liberty and Law. Lon- 
don: Swan, Sonnenschein & Co. 
8vo. 12s. 

Y-BEAULIEU (P.). Précis 

d@’ Economie Politique. Paris: Lib. 

Ch. Delagrave. 18mo. pp. 417. 

2.50 fr. 


Ricarpo (D.). Letters of, to T. R. 
Malthus, 1810-23. Edited by J. 
Bonar. London: Frowde [Claren- 
Press]. pp. 275. 10s. 


VADALA-PAPALE (G.). La Fun- 
zione Organica della Societa e dello 
Stato, nella Dottrina di G. D. 
Romagnosi. Rome: Loescher & 
Co. pp. 55. 


In Periodicals. 


BuEcHNER (L.). Die Naturwissen- 
schaft und die moderne Gesell- 
—. Deutsche Revue, Oct., 

ov. 

CuaRK (J. B.). Profits under Mod- 
ern Conditions. Pol. Sci. Quar- 
terly, Dec. 

Ducati (G.). Sui Varii Principi e 
Forme d’ izzazione dell’ 
nomia Nazionale. Giorn. degli 
Economisti, December. 

Gippines (F. H.). The Natural 
Rate of Wages. Pol. Sci. Quar- 
terly, Dec. 

JOURDAN (A.). Les Essais de Re- 
maniement de la Science Econo- 
mique. Rev. d’Econ. Pol., Dec. 


II. ECONOMIC HISTORY AND DESCRIPTION. 


Asuury (W. J.). The Early His- 
tory of the lish Woollen Indus- 
try. Publication of Amer. Econ. 
Assoc. 8vo. pe 85. 75 cts. 

(E. P.). The Anti-rent 
Agitation in the State of New 
York, 1839-1846. Pub. of the 
Univ. of Penn. 8vo. pp. 64. 50 


cts. 
Furrer (A.). Volkswirthschafts- 
Lexikon der Schweiz. Lfg. 9-13. 


Bern: Schmid, Francke & Co. 
8vo. 1.60 m. per lfg. 
HEYFELDER (O.). Transkaspien 
und seine Eisenbahnen. an- 
nover: Helwing. 8vo. pp. 168. 


8 m. 

Howzer (F.). Historische Darstel- 
lung der indirecten Steuern in 
Belgien, Dinemark, Deutschland, 
mit dem norddeutschen Steuerver- 
eine, England, Frankreich, etc., auf 


| 
| | 
| 
| 
| 
¢ 
| | 


RECENT PUBLICATIONS UPON ECONOMICS 245 


Branntwein, Bier, Wein, Zucker, 

Tabak, Salz [and other articles]. 

Wien: & Schurich. 
m. 


8vo. . 315. 

KNAPP F.). Die Bauern-Befrei- 
ung und der Ursprung der Land- 
arbeiter in den flteren Theilen 
Preussens. Leipzig: Duncker & 
Humblot. 2 Theile. 8vo. pp. 
359 and 479. 16 m. 

RENAULT (C.). Histoire des Graves. 
Paris: Guillaumin & Cie. 8vo. 
3.50 fr. 

TrkHOMIROV (L.). Russia, Political 
and Social. [Translated by E. 
Aveling.] London: Swan, Son- 
Co. 2vols. 8vo. pp. 

8. 

Worruineton (T. K.). Historical 
Sketch of the Finances of Penn- 
sylvania. With an Introduction 
by R. T. Ely. Pub. of Am. Econ. 
Assoc. cts. 

ZAKRZEWSKI (C. A.). Die wicht- 
igeren preussischen Reformen der 
direkten Liindlichen Steuern in 18 
Jahrhundert. [Schmoller’s For- 
schungen, Bd. 7, Heft 2.] Leip- 
zig: Duncker & Humblot. 8vo. 
pp. 99. 2.40 m. 


In Periodicals. 


JasTRow (J.).  Alt-Basel. Eine 
deutsche Fabrik- und Handels- 
stadt in ihrer Geschichte und 
Geschichtschreibung. Jahrb. f. 
Gesetzg., 11, Heft 3, 4. 

Rasino (J.). The Statistical Story 
of the Suez Canal. Journ. of 
Stat. Soc., Sept. 

ScuHMoLuER (G.). Studien iiber die 
wirthsch. Politik Friedrichs des 
Grossen, etc. XII., Die wirthsch. 
Zustinde im Herzogthum Magde- 
burg: die Industrie, hauptsichlich 
die Textilgewerbe und die Salinen. 
Cont’d.] Jahrb. f. Gesetzg., 11, 

eft 3, 4. 

UNSIGNED. Russland von 1881-87. 
(Economic and financial history) 
Preuss. Jahrb. Band 60, Heft 5. 

. The Economic Disturbances 
since 1873. [Criticism upon Mr. 
Wells’s articles.) Com. and Fin. 
Chron., Dec. 17, 24, 31. 

Wetts (D. A.). The Economic 
Disturbances since 1873. Pop. 
Sci. Monthly, Nov., Jan. [also* 
Contemp. ]. 


Ill POPULATION, EMIGRATION, AND COLONIES. 


Koscuitzky (M. von). Deutsche 
Kolonialgeschichte. Theil 1 and 2. 
Leipzig: P. Frohberg. 8vo. pp. 
308 and 333. 12m. 

Rine (V.). Deutsche Kolonialge- 
sellschaften: Betrachtungen und 
Vorschlige. Berlin: Heymann. 
8vo. pp. 144. 3m. 

ScHorn (M.). Die deutsche Aus- 
wanderung und Colonisation. [So- 


inden: Bruns. §8vo. . 28, 
80 m. 


ciale Zeitfragen, N. F., Heft 18.] 
M pp. 


In Periodicals. 

Becker (K.). Unsere Verluste 
durch Wanderung. Jahrb. f. 
Gesetzg., 11, Heft 3, 4. 

DELAVAUD (L.). La Politique Co- 
de |’ Alle: e. de 
l’Ec. Libre des Sci. Pol., Oct. 


IV. PRODUCTION, MANUFACTURES, AGRICULTURE. 


CrockER (U.H.). Over-production 
and Commercial Distress. Boston: 
Clarke & Carruth. pp. 37. 8vo. 


In Periodicals. 
PAAscHE (H.). Die jiingste Ent- 
wickelung der Zuckerindustrie und 
die Reform der Zuckersteuer. 
Jahrb. f. Nat. Oek., 15, Heft 4. 


\ 
| 
| 
| 


246 QUARTERLY JOURNAL OF ECONOMICS 


V. EXCHANGE AND TRANSPORTATION. 


Dorsey (E. B.). English and Amer- 
ican Railroads compared. With 
Discussions by W. W. Evans, 
T. C. Clarke, and E. P. North. 
New York: J. Wiley & Sons. 
8vo. $1.50. 

Picarp (A.). Traité des Chemins 
de Fer. ‘ome IV., Exploitation 
Commerciale, Transport des Voy- 
ageurs et des M dises, Ré- 


edes Embranchements. Paris: 
b. Rothschild. 8vo. $137, 
avec figures; index général, 8vo, 
pp. 69. 
In Periodicals. 


Cum, (C.). Le Prix de Revient, 
les Produits et la Valeur des 
Chemins de Fer de |’Ktat. Econ. 
Frangais, Nov. 12. 


VI. INTERNATIONAL TRADE AND CUSTOMS TARIFFS. 


BABLOT-MAITRE (E.). La Crise 

ingreele Industrielle, et Com- 

le, ou Moyens de rétablir 

entre les Importations 

a les Chalons-sur- 

e: Martin Fréres. 8vo. pp. 

BERKELEY (H.). Wealth and Wel- 

fare; or, Our National Trade Pol- 

icy and its Cost. London: Mur- 
ray. 8vo. pp. 276. 6s. 


In Periodicals. 
PaRETO (V.). Le Nouveau Tarif 


uanier Italien. Journ. des 
n., 

RAFFALOVICH (A.). L’Exportation 
com e des Produits ‘abriqués 
des Principaux Pays de Europe. 
Journ. de la Soc. de Stat. de Paris, 
Nov. 

UNSIGNED. Das und 
der Wollzoll. eh 
Viertelj. f. Volkvw., 4,1. 

Woop (W.M.). India’s Unadjusted 
Trade Balance. Pol. Sci. Quar- 
terly, Dec. 


VIL FINANCE. 


Finance and Politics 
e Crimean War, with a 
Sketch from 1815. London: Mur- 

ray. 8vo. [Announced.] 
Budgets 
Budgets de la France de- 


30 
NEUMANN (F. “J.). Die Steuer. 
Band I., Die Steuer und das 6f- 
fentliche Interesse. [Wesen der 


und Gemeinde Einnahmen.| Leip- 
zig: Duncker & Humblot. 8vo. 
pp. 571. 10m. 

PANTALEONI (M.). Teoria della 
Pressione Tributaria e Metodi per 
misurarla. Parte I. Rome: L. 
Pasqualucci. 8vo. pp. 78. 2 fr. 


In 


LERoyY-BEAULIEU 
ses des Localit 4 , 3 

talie, et en Angleterre. 

VI ur Natio: - 
ture. Fortnightly, Dec. 

REITZENSTEIN (F. von). Ueber 
Finanzielle Konkurrenz von Ge- 
meinden, Kommunalverbinden, 
und Staat. (Thirdarticle.) Jahrb. 
f. ar’ 11, Heft 3, 4. 

v.). Reichseinkommen- 
steuer Reichserbschaftssteuer. 
Unsere Zeit, 1887, Heft 11. 

STRINGHER (B.). Il Vecchio e il 
Nuovo Tributario d 
Spiriti in Germania e nella Sv 
zera. Giorn. degli Economisti, 


Dec. 

National Debt and Local 
Loans Act, 1887. [With text of 
the Act and of Treasury Minute 


| 
\ 4 
| 
| 
( i 
| 
| 
| 
} 
| 
| 
puis Vingt Ans et des Principaus 
| Etats de FEarope depuis 1870 
Développement des Chemins d ‘ 
| Fer, Navigation, Commerce, Force: 
Militaires des Principaux Pays 
) Paris: Guillaumin & Cie. 4to 
| Steuer und Gliederung der Staats 
| 
1 
| 
: 


on a Local Loans Budget.] Journ. 
Inst. of Bankers, Oct. 

. Die Reform der Branntwein- 
steuer. (From report of Reichs- 
tag’s commission. Concluded.) 
Ann. des Deutsch. Reichs, No. 10. 


RECENT PUBLICATIONS UPON ECONOMICS 


247 


WaGner(A.). Finanzwissenschaft 
und Staatssozialismus. [2d arti- 
cle.] Zeitsch. f. Ges. Staatsw., 
43, Heft 4. 


Vl, MONEY, BANKS, AND CREDIT. 


CrernuscuHi (H.). Le Pair Bimétal- 
lique. [Notes submitted to the 
English Gold and Silver Commis- 
sion.] Paris: Guillaumin & Cie. 

. Svo. pp. 86. 3 fr. 

Francois (G.). Clearing-houses et 
Chambres de Compensation. Lille: 
Danel. 8vo. pp. 176. 

GLACKEMEYER(L.). Die Creditver- 
eine nach Schulze-Delitzsch und 
die Darlehnskassen nach Raiff- 
eisen. Eine Gegeniiberstellung zur 
Belehrung. annover: Meyer. 
8vo. pp. 66. 1 m. 

Levi (L.). Delle Riforme neces- 
sarie alla Moneta Metallica. Bo- 
logna: Zanichelli. 8vo. pp. 153. 


3 fr. 

Pisko (I.). Die Aufnahme der Baar- 
zahlungen in Oesterreich-Ungarn 
und die internationale Regelung 
der Wiabrungsfrage. Vienna: 
Manz. 8vo. Pp. 56. 1.80 m. 

Zamboni (T.). Prezzo Medio delle 
Derrate Veronesi per il Centesimo, 


IX. SOCIAL 


Anonymous. Die Beschiiftigung 
der Arbeitslosen: Die Organisa- 
tion der 6ffenen Krankenpflege. 
Der Werth allgemeiner Waisenan- 
stalten. [Schriften des Vereins fiir 
Armenpflege.| Leipzig: Duncker 
& Humblot. 8vo. pp. 145. 3.20m. 

Big Wages, and how to earn 
them. Bya Foreman. New York: 
Harper & Bros. 16mo. pp. 227. 
75 cts. 

Avetine (E. and E. M.). The 
Working-class Movement in Amer- 
ica. London: Swan, Sonnenschein 
& Co. 12mo. pp. 202. 1s. 

Borumert (V.) [editor]. Das Ar- 
menwesen in 77 deutschen Stiidten 
und einigen Landarmenverbinden. 
I. Abtheilung. Dresden. 4to. 
pp. 258. 


1787-1886. Verona: Tip. Fran- 
chini. 


In Periodicals. 


Conran (J.). Beitriige zur Beur- 
theilung der Preisreduktion in den 
S80er Jahren. Jahrb. f. Nat. Oek., 
15, Heft. 4. 

. Die Getreidepreise im preus- 
sischen Staat, 1765-1788. Jahrb. 
f. Nat. Oek., 15, Heft 4. 

Fovitte (A. de). Une Enquéte 
sur les Prix de Détail. L’Econ. 
Francais, Sept. 10, 24, Oct. 22, 
Nov. 26. 


LEROY-BEAULIEU (P.). La Répar- 
tition de V’Or dans le Monde. 
L’Econ. Frangais, Oct. 8, 15. 

Srrauss (L.). Le Pair Bimétal- 
lique de M. Cernuschi. Journ. des 
Econ., Dec. 

Struck (E.). Der Internationale 
Geldmarkt im Jahre 1886. Jahrb. 
f. Gesetzg., 11, Heft 3, 4. 


QUESTIONS. 


BueEtow (O.). Die Lésung der So- 
cialen Frage. Thl.1. Der Racen- 
Ursprung der gesellschaftlichen 
Frage. Berlin: Boéttcher. 8vo. 
pp. 296. 6m. 

Crovuzet (A.). Etude Historique, 

conomique, et Juridique sur les 
Coalitions et les Gréves dans I’In- 
dustrie. Paris: Lib. Rousseau. 
8vo. pp. 555. 10 fr. 

Gunton (G.). Wealth and Progress. 
[1. Increasing Production, its Law 
and Cause; 2. The Law of Wages 
stated; 3. Principles and Methods 
of Social Reform.] New York: 
Appleton & Co, 12mo. pp. 404. $1. 

Jacopson (A.). Higher Ground: 

Hints towards Settling the Labor 

Troubles. Chicago: A. C. Mc- 

Clurg & Co. 16mo. pp. 254. $1. 


| 
| 
| 


| 


248 QUARTERLY JOURNAL OF ECONOMICS 


Kamei (C. W.). Die sozialen Par- 
teien und unsere Stellung zu Den- 
selben. St. Gallen: Huber & Cie. 
pp. 518. 8vo. 7m. 

Morostr (L.). Les Problémes du 
Pauperisme: la Vérité sur la Pro- 
_ et le Travail. Paris: Ghio. 

8mo. 302. 

NEEFE -). Ermittelungen iiber 

die Lohnverhiiltnisse in Breslau. 


Ricurer (E.). Lebenshaltung und 
Sterblichkeit in den grossen Stidt- 


en. [Soziale Zei | 
Heft 22.] Minden: Bruns. 8vo. 
64. 1.50 m 


Eine Antwort auf W. Oechelhaii- 
ser’s ‘‘Die Arbeiter Frage,’’ etc. 
Dessau. 8vo. pp. 111. 1.20 m. 
THOMPSON (P.). e Politics of 
Labor. New York: Belford 
Clarke & Co. 12mo. $1.25. 
Wrieut (C. D.). Third Annual 
a of the Commissioner of 
téo re 
mtaining tables relating 
strikes and lockouts in the U.S. 
1881-86; a chapter on strikes be- 
fore 1881; a chapter on legislation 
and decisions relating to strikes.] 


Government Print- 
ing Office. 8vo. pp. 750. [An- 
nounced. } 
In Periodicals. 
Ascurotr (P. F.). Das Projekt 


einer ollgemeinen obligatorischen 
Alters- u. Krankenversicherung in 
a? Jahrb. f. Nat. Oek., 15, 


BuRLEIGH (B.). The Unemployed. 
Contemporary, 
(C.). Le Socialisme d’Etat 
dans l’Empire Allemand. I., Pro- 
es ialistes et Statistique 
fessionnelle. Rev. des Deux 
Mondes, Nov. 1. 
HynpMan (W. H.). Wealth and 
Ability : A Reply to Mr. Mallock. 
Fortnightly, Nov. 


MALLOCK . H.). Wealth and 
the Working Classes. Part IV. 
Fortnightly, Oct. 


. Notes on Mr. Hyndman’s 
Reply. Fortnightly, Dec. 

MuybDEN (G. van). Ueber Arbeiter- 
wohnungen. nsere Zeit, 1887, 
Heft 10. 


RABBENO (U.). Mouvement Co- 
opératif aux Etats-Unis. Rev. 
d’Econ. Pol., Dec. 


RosBerts (C.). The Physical Con- 
yg of the Masses. Fortnightly, 


Scutoss (D. F.). The Sweating 
System. Fortnightly, Dec. 
Sr. Marc (H.). Le Systéme d’El- 
berfeld: O tion de |’ Assis- 
tance Publique dans une Ville 
d’Allemagne. Rev. d’Econ. Pol., 


VILLEY Les Classes 
euses et les Classes Dirigeantes. 
Rev. d’Econ. Pol., Oct. 


xX. LAND. 


JAEGER (E.). Die der 

wart. Socialpolitische Stu- 

dien. Abth. 3. Berlin: Puttkam- 

& Miihlbrecht. 8vo. pp. 546. 
m. 


Maurice (F.). La Réforme 
et la en France. — 


erre aux Paysans. 0. 4 
290. 3.50 fr. ” 
In Periodicals. 
UNSIGNED. Owner-farmed and Un- 
occupied Land in the United King- 
dom. Economist, Nov. 26. 


XI. LEGISLATION. 


M.). 
versicherungs-Gesetz . . . 
Vergleiche mit der Unfallgesetz- 


anderer Staaten, ins n- 


ere Deutschlands. Wien: Toep- 


litz & Deuticke. S8vo. pp. 98. 


1.60 m. 

Haas (R.). Die Reichsgesetze vom 
25 Juni, 5 u. 12 Juli, 1887, iib. L. 
den Verkehr mit blei- u. zinkhalt- 


| 
| 
| 
Beitrige zur Socialstatistik. Heft 
1. Breslau: Morgenstern. §8vo. 
RogsicKkE (R.). _Arbeiterschutz: 
| 
{ 
| 
| 
| 


igen den, II. die Ver- 
wendung gesundheitsschiidlicher 
Farben bei der Herstellung von 


Nahrungsmitteln, etc., III. den 
utter, t Ausfii - 
gen. Nordiingen: Beck. 12mo. 
pp. 305. 2.80 m. 

Huser (F. C.). Ausbau und Re- 
form des Krankenversicherungs- 
Gesetzes. [Soziale Zeitfragen, 
N. F.,'Heft 17.] Minden: Bruns. 
8vo. pp. 116. 2.50 m. 

KEILWAGEN (M.). 
des Branntweins. 

Oct., 1887, from official 
sources, Berlin: Puttkammer & 
Mihlbrecht. 8vo. pp. 300. 5m. 

Krrscu (L.). Das neue Branntwein- 
steuergesetz vom 24 Juni, 1887, 
eingeleitet und erliutert. Karls- 
ruhe: Macklot. 8vo. pp. 70. 


1 m. 

Scumipt (F.). Deutsche Reichsge- 
setze, betr. I. den Verkehr mit 
Kunstbutter [Margarine]; II. die 
Verwend' undheitsschid- 
licher Farben; III. den Verkehr 
mit N tteln. Bielefeld: 

Helmich. 8vo. Pp. 43. 1.25 m. 

ScHOENFELD. Die Besteuerung 
des Branntweins innerhalb des 
deutschen Reiches. Zusammen- 
stellung der Gesetze vom 24 Juni, 
1887, vom 8 Juli, 1868, und vom 
19 Juli, 1879. Berlin: Siemenroth. 
8vo. pp. 170. 1.50 m. 

WIESINGER (C.). Das Reichsgesetz 
betreffend die Besteuerung des 
Tabaks vom 16 Juli, 1879 [with 
most recent executive regulations]. 


ulations 


RECENT PUBLICATIONS UPON ECONOMICS 


249 


Ausbach: Briigel & Sohn. 
205. Svo. 1m. 


In Periodicals. 

Bravumont (H. de). La Législation 
des a de Bo’ en France 
etal’Etranger. L’Econ. Francais, 
Oct. 22. 

HERBERTZ (W.). Die neuen deut- 
schen Gesetze iiber die Besteuerung 
des Branntweins und des Zuckers. 
Viertelj. f. Volksw., 24, Band 4, 
2 Hiilfte. 

LAVEs (J.). Die Entwickel der 
Brennerei und der Branntweinbe- 
steue in Deutschland, insbe- 
sondere das neue Branntweinsteu- 
ergesetz vom 24 Juni, 1887. Jahrb. 
f. Gesetzg., 11, Heft 3 and 4. 

ScowaErFF_eE (A. E. F.). Uebersicht 
iiber die Gesetze und 
Verordnungen des Jahres 1886. 
[General Résumé, covering man 
subjects of economic interest. 


Zeitschr. f. Ges. Staatsw., 43, 
Heft 4. 

UNSIGNED. Die Reform der Zuck- 
ersteuer. [Text of the Act ‘of 


July 9, 1887, with illustrative doc- 
uments.}] Annal. des Deutsch. 
Reichs, Nos. 11 and 12, 

ZELLER. Das Reichsgesetz iiber die 
Unfall- und Krankenversicherung 
der in land- und forstwirthschaft- 
lichen Betrieben beschaftigten Per- 

Jahrb. f. Gesetzg., 11, 
Heft 3, 4. 


. Das Reichsgesetz betreffend 
die Unfallversicherung der bei 
Bauten beschiftigten Personen. 
Jahrb. f. Nat. Oek., 15, Heft 4. 


XII. STATISTICS. 


ANONYMOUS. Oesterreichisches 
Stidtebuch. Statistische Berichte 
der grésseren dsterreichen Stiidte, 
= — des 

en emographes ongresses 
—— und red. von K. T. v. 
ma-Sternegg und E. Mischler. 

Wien: Gerold’s Sohn. 8vo. pp. 


843. 24m. 

OFFICIAL. [Italy.] Ministero delle 

Finanze: 
Movimento Commerciale del 
Regno nell’ Anno 1886. pp. 
548. 4to. 


Movimento della Navigazione 
nei Porti del Regno nell’ 
Anno 1886, . 485. Ato. 
Both issued at 
irezione 
Gabelle, from the press of 
Eredi 

Scumitz (J.) Uebersicht der fiir 


die siimmtlichen deutschen Bun- 
desstaaten in Gemiissheit ... des 
Reichsgesetzes betr. die Kranken- 
versicherung der Arbeiter .. . 
festgestellten ortsiidlichen Tage- 
léhne gewohnlicher Tagearbeiter. 


| 


250 


2 Aufl. Neuwied: Heuser’s Verl. 
4to. pp. 73. 6m. 
In Periodicals. 
BEcKER (K.). L’O 
la Statistique de | 
mand. ranslated. ourn. de 
la Soc. de Stat. de Paris, Sept., 


(P.). Die Gewerbliche 
Entfaltung im deutschen Reiche 
nach der Aufnahme vom 5 — 
1882. [First Jahrb. 


Gesetzg., 11 3, 
2 The Tables of 


Survivorshi 
Journ. de la Soc. de 


tion de 
ire Alle- 


XIII. 


Lamers (A.). Erhéhung der Kraft 
in Menschen und Vélkern. [Volks- 
wirthschaftliche Zeitfragen, Jahrg. 
9, Hft. 6.] Berlin: Simion. S8vo. 
pp. 31. 1m. 

VIBERT . La Concurrence 

dustries Parisiennes ; 

Politique. Coloniale; Vins et Al- 

cools; Transports; Musées Com- 

merciaux. mes de Confé- 
rences. Paris: Lib. Bayle. 8vo. 
pp. 494. 10 fr. 


QUARTERLY JOURNAL OF ECONOMICS 


Stat. de Paris.] Journ. of Stat. 
Soc., Sept. 

RAFFALOVICH (A.). La Statistique 
des Revenus en Angleterre, en 
Prusse, et en Saxe. Econ. Fran- 
gais, Dec. 


SorTBEER (A.). Zur Einkommen- 
statistik von Preussen, Sachsen, 
und Grossbritannien, nebst Be- 
merkungen iiber Einkommenbe- 
steuerung. [1st Viertelj. 
f. Volksw., 24, Band 4, 2 Hiilfte. 


UNSIGNED. Rechnungsergebnisse 
der Berufsgenossenschaften fiir 
des Deutsch. Reichs, 


NOT CLASSIFIED. 


In Periodicals. 

Braun (K.). Dr. Georg Eduard 
Wiss [obituary notice]. Viertelj. 
f. Volksw., 24, Band 4, 1. 

Maenus (Sir P. Schools of Com- 
merce. Contemporary, Dec. 

MENANT (A.). Du Droit régalien 
en Matitre de Mines. Ann. de 
l’Ee. Libre des Sci. Pol., Oct. 

UNSIGNED. French Speculation in 
Copper. Economist, 


é 
! 


APPENDIX. 


“THE NEW-FASHIONED GOLDSMITHS.” 


The tract which is reprinted in the following pages appears to 
be the source of the generally accepted statement as to the origin of 
private banking in London in the seventeenth century. Anderson,* 
referring to it as a “scarce and most curious small pamphlet,” gives 
some extracts from it, and thenceforward uses it as a sufficient au- 
thority. McPherson does the same, following Anderson f closely in 
this as in other respects. McCullocht only cites the two annalists ; 
but McLeod § appears to have used the pamphlet itself, and it is 
noticed by Macaulay.|| Lawson appears to have used it at second- 
hand.f 

The date of the tract is stated by Anderson as “about 1676”; and 
this date is written in an old hand upon the title-page of the copy 
in the British Museum Library, used in this reprint. “This was 
a bold Pamphlet at this Time,” Anderson adds; “but, although it 
was printed, it does not appear to have ever been published, there 
being neither Bookseller’s nor Printer’s Name prefixed.” Anderson’s 
suggestion of possible apprehension of consequences by the printer 
tallies with the fact that the imprint has been cut off from the title- 
page of the British Museum copy, leaving only a trace of the words 
“Printed in.” 

The authorship of the tract is unknown. Anderson suspects that 
it may have been written by Sir Josiah Child, but on no ground 
except Child’s repeatedly expressed dislike of “the trade of banker- 
ing.” The anonymous author, however, in his explanation of the 
“whole imployment” of the goldsmiths “in my time,” plainly makes 
that time precede the civil war. He could hardly have been Sir 
Josiah Child, then, who was but twelve years old when the civil war 
broke out. 

It should be added that, although the following reprint adheres 
strictly to the orthography of the original, it is not a fac-simile. 


* Historical and Chronological Deduction of the Origin of Commerce, ii. 77. 
+ Annals of Commerce, Manufactures, Fisheries, and Navigation, ii. 427. 
t Literature of Political Economy, 157. 

§ Theory and Practice of Banking, chap. viii. 
|| History of England, chap. xx. 

I History of Banking, 189. 
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The 


Myltery of the New Fafhioned 
GOLDSMITHS 


or 


BANKERS. 


Rife, Growth, State and Decay, 


Difcovered in a 


Merchant's Letter 


Toa 


Country Gent. 


Who defired to bind his Son Apprentice to a 


Goldfmith. 


[London: 1676.] 


= 
Their 
‘ 


| 


[3] 


The Myftery of the New Fafhioned 
Goldfmiths &c. 


STR. 
INCE you are pleafed to demand my advice in the difposal 
S of your Son to the Gold/miths Trade, and my opinion of 
the Trade itfelf; I muft trouble you more than I was 
willing to fet down what I have obferved of the Gold- 
Jmiths fince I have Traded, and the fteps of their Rife and 
Progrefs, and leave the judgment of the whole to your Self; 
tis but fit that a Son fhould owe the good choice of his imploy- 
ment and way to his fortunes to the prudence and love of hiS 
Father. 

If I could now difcourse you, I ought to be fatiffied whether 
you have thought to put your Son to a Gold/mith of the Old or 
New Fafhion, thofe of that profiffion having of late years wholly 
changed their way of Trading. In my time their whole imploy- 
ment was to make and fell Plate, to buy forreign Coyns and 
Gold and Silver imported to melt and cull them, and caufe 
fome to be coyned at the AMin#, and with the reft to furnifh the 
Refiners, Plate-makers, and Merchants, as they found the price 
of gold and filver to vary, and as the Merchants had occafion 
for Forreign Coyns. 

But about Thirty years fince, the Civil Wars giving oppor- 
tunity to Apprentices to leave their Mafters at will, and the 
old way having been for Merchants to truft their Cafh in one 
of their Servants cuftody, many fuch Cafhiers left their Mafters 
in the lurch and went to the Army, and Merchants knew not 
how to confide in their Apprentices ; then did fome Merchants 
begin to put their Cafh into Gold/miths hands to receive and 
pay for them, (thinking it more fecure) and the trade of Plate 
being then but little worth, moft of the Nobility and Gentry, 
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and others melting down their old Plate rather than buying 
new, and few daring to ufe or own Plate, the Gold/miths fought 
to be the Merchants Cath-keepers to receive and pay for 
nothing, few obferving or conjecturing their profit they had 


for their pains. 
It 


[4] 

It happened about that time that the then Parliament had 
coyned out of Plate, and otherwife feven Millions in Half- 
Crowns, and no Mills being then ufed in the Mint, the Money 
was of a very unequal weight, fometimes two pence or three 
pence in an ounce difference, & the French and others then 
changing the value of the Coins often, which made filver and 
gold of much greater value abroad then at our Zngli/h Mint: 
The Gold/miths found a new Mifchievous trade to fend all the 
money trufted in their hands into their Cocklofts, where they 
had Scales and various Weights adapted for their pourpofe, 
and fervants conftantly weighed every half-crown (at leaft) and 
forted them to melt for Two pence or three pence, or fometimes 
lefs gain by the ounce, and fometimes their advantage being 
greater by the accidents of the rife and fall of the exchange, 
thofe heavieft Coins were fent way in fpecie, feveral French 
men and other Merchants making it their whole and only bufi- 
nefs weekly to tranfport the gold and filver fo culled, either 
melted down or in fpecie; and from hence the Gold/miths fet 
up another rew Trade of buying the old Englifh gold coin at 
_ arate much above its Lawful coyned value, buying and felling 
it at five, feven, eight and ten pounds in the hundred more 
than it was coyned for, ftill fending it away fo faft, or fupplying 
thofe with it whofe bufinefs was to Tranfport it, that by a 
modeft computation eight parts of ten of the coyn’d Gold was 
fuddenly confumed, and two fhillings a piece was commonly 
given for gold, when a penny a piece was often given before 
to exchange gold into filver ;: the Seven Millions alfo of filver 

1[Among the causes of this disappearance of English gold, we must reckon, 
besides the bad condition of the silver coinage, the change in the relative value 
of gold and silver, which led in 1663 to a reduction in the weight of the gold coin. 
See Lord Liverpool, Coins of the Realm, 77. Leake, Historical Account of Eny- 
lish Money, 342, after speaking of the ordinance of 1647 against clipped coin, 
says: “‘ And tho’ twenty Millions was coined within twenty-five Years, according 


to the Mint-Books, it was almost all transported and melted down; so that 
weighty Gold was as precious in the Kingdom as Diamonds.”’] 
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new Coyned, was apparently reduced to lefs then one Million, 
and the people fo abufed in their money, that there was little 
Coin paffed in trade but overworn, wafhed, and clipt, to the 
great vexation and lofs of the Traders. 

Thefe unlawful practices and profits of the Go/d/miths, made 
them greedy to ingrofs all the Cath they could, and to combine 
with all mens fervants who continued to keep any Cath, to 
bring their moneys to them to be culled, and to remain with 
them at four pence the day intereft fer centum? without the 
Matters privity: And having thus got Money into their hands, 
they prefumed upon fome to come as faft as others was paid 
away; and upon that confidence of a running Cath (as they 
call it) they begun to accomodate men with moneys for Weeks 
and Moneths upon extraordinary gratuities, and fupply all necef- 
fitous Merchants that overtraded their Stock, with prefent Money 
for their Bills of Exchange, difcounting fometimes double, per- 
haps treble intereft for the time as they found the Merchant 


more or lefs pinched. 
Profit 


[5] 
Profit arifing by this Trade, fome of them who had the higheft 
Credit, undertook to receive Gentlemens Rents as they were 
returned to Town, and indeed any Mans money, and to allow 
them fome intreft for it though it lay for a month only, or lefs, 
the Owners calling for it by a hundred or fifty pounds at a time 
as their occafions and expenses wanted it; this new practice 
giving hopes to everybody to make Profit of their money until 
the hour they {pent it, and the conveniency as they thought, to 
command their money. when they pleafed, which they could not 
do when lent at intreft upon perfonal or reall Security; Thefe 
hopes I fay, drew a great Cafh into thefe new Gold/miths hands, 
and fome of them ftuck to their old Trade, but every of them 
that had friends and credit, afpired to this new Myftery to 
become Bankers or Cafhiers, and when Cromwell ufsurped the 
Government, the greateft of them began to deal with him to 
fupply his wants of Money upon great Advantages efpecially 
after they had bought thofe Dollers whereof he robb’d the 
Spaniards to about the value of 300000l.3 
2[Fourpence per day on £100 being slightly above six per cent. per annum.] 


8[(This may refer to the capture of some of the plate ships near Cadiz, Sep- 
tember 9, 1656, by a part of the fleet commanded by Blake and Montagu. See 
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After the King’s return he wanting money, fome of thefe 
Bankers undertook to lend him not their own but other mens 
money, taking barefaced of Him ten pound for the hundred, 
and by private contracts many Bills, Orders, Tallies, and Debts 
of the King’s, above twenty, and fometimes thirty in the hun- 
dred, to the great difhonor of the Government. 

This Prodigious unlawful Gain induced all of them that could 
be credited with moneys at intreft to become lenders to the 
King to anticipate all the Revenue, to take every Grant of the 
Parliament into pawn as foon as it was given, I had almoft faid, 
before the 4 was paffed for it, and to outvie each other in 
buying and taking to pawn, Bills, Orders, and Tallies, in effect, 
all the King’s revenue paffed their hands, and if So/omon be in 
the right, that the Borrower is a Slave to the Lender, the King 
and Kingdom became Slaves to thefe Bankers, and the King- 
dom gave no fmall fhare of their Taxes to them, paying double 
and treble Intreft, as if they had not been able to raife Money 
for the publick Service at the times it was requifite. 

But the number of thefe Bankers increafed fo faft, and the 
money at Intereft come fo much into their hands, that the King 
and His Farmers, and all Tallies of Anticipation and Orders, 
could not fecure all the money they had to lend. Hereupon 
they fought out according to their feveral natural wits and ca- 
pacities, how to difpofe of money for more then — 

awfu 


[6] 
lawful Intreft, either upon Pawns or Bottom, Reafon or un- 
reafonable difcounts of Intreft for Bills, or upon notorious 
ufurious Contra¢ts, or upon perfonal Securities from Heirs 
whofe Eftates are in expectancy, or by fudden advance of 
money to Projectors, who drawn into Projects many Refponfible 
Men to the ruin of their Families ;+ these Gol/d/miths however 


Thurloe, V. 399, 400, 433, 434. But it seems more probable that it is a confused 
reference to the seizure of three Hamburg ships, “with near three hundred 
thousand Pound on Board in Silver, upon suspicion that it was the Property of 
the Dutch,” noticed by Leake, 350, on the authority of Violet. This is perhaps 
the seizure referred to by Whitelocke, Memorials, 548, under date of November, 
1652. Leake says that this money enabled Cromwell to dissolve the Long Parlia- 
ment, and thus fixes the date.] 

4[Anderson, after describing somewhat as above the methods in which the 
goldsmiths employed their deposits before the run upon them in 1667, says: “ As 
there was a great Quantity of Cash in the Kingdom at that Time, this brief 
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getting rol. or 15]. per Centum, and fometimes more, only for 
the prefent advance of the money, befides the future Intreft, 
Thefe and a hundred other practices they have ufed and do 
ftill continue in contempt of Law and Juftice, whereof they are 
fo confcious to themfelves, that moft of them do once a year (at 
leaft) fue out their general Pardon to avoid the penalty of thofe 
wholfom Laws made to prevent fuch Frauds, Opprefsions, con- 
tempt of Government, and mifchieves to the Publick as they are 
dayly guilty of : Tis alfo fufpected that their original Trade of 
culling the heavy Money is not deferted by fome of them; alfo 
how come all clipt and wafht money to pafs fo currant at their 
Shops, and fo little appearance in payment of all the new 
coyned Money fince the King’s return, fo many roooools. of the 
Parliaments Coin, befides Bullion imported having been new 
coyned, and how comes Guinies alfo to be bought and fold by 
them fo much above the Coynage rate, that upon their account 
only, and by their means, they pafs currant in payments for 
more than they are really worth from fome of their Shops ; 
I am fure fome Merchants are fupplied with Gold and Silver. 
Lnglifh Coyn, to tranfport upon the advantage of the exchange, 
or making their prefent Bargains in France and elfewhere, for 
importing Prohibited Goods. 


HAVE given you my Remarques upon the Rife and growth 
of thefe new kind of Gold{miths, and J take them to have 
been in their higheft Afcendant or State about the time that 

our Ships were burnt at Chatham dy the Dutch :° that cold Storm 


Account may, in part, serve to answer a Query often made in our own Days; 
viz., How were monied People able to dispose of their Superlucration-Cash before 
the modern public Funds existed ? ’’] 

5[A complete recoinage of the Commonwealth money was ordered by Charles 
IL. in 1661, and the coinage of guineas in 1663. The guineas, ordered in the mint 
indenture to pass at 20s., ‘immediately became current at a higher rate, by gen- 
eral consent, without any authority from Government.” Lord Liverpool, 78.] 

6[June 12, 1667. Several passages in Pepys’s Diary refer to the panic among 
the creditors of the London bankers, excited by this alarming event. Thus (June 
18) “ W. Hewer hath been at the banker’s, and hath got 5007. out of Backewell’s 
hands of his own money; but they are so called upon that they will be all broke, 
hundreds coming to them for money! And their answer is, ‘It is payable at 
twenty days: when the twenty days are out, we will pay you’; and those that 
are not so, they make tell over their money, and make their bags false, on pur- 
pose to give cause to retell it, and so spend time. I cannot have my two hundred 
pieces of gold again for silver, all being bought up last night that were to be 
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of the Peoples fears that their money was not fafe in the Bankers 
hands blighted them, and fince being in their declenfion, the Famous 
Stop upon the Exchequer almoft blafted their very root,7 men being 
unwilling to truft money in their hands to lend his Majesty, fo long 
as they hear the deplorable Cryes of the Widdow and the Father- 
‘efs, whofe money they fay at Feafts, they lent to the King, and 


cannot repay them, no not their Intrest to buy them Bread. . 
ow 


(7) 

Now admitting that all the Creditors of the Bankers can no 
more think it fafe that their money fhould be lent to the King, 
fince Tallies, Orders, and the Great Seal it felf, are found 
to be no fecurity, I cannot imagine how Bread fhould be got 
by their trade of borrowing money upon lawful Intreft to lend 
upon unlawful to private perfons, though they can filence their 
confciences and forget Chriftianity, and neither regard their 
neighbors welfare, nor the good of the whole Kingdom, but 


had, and sold for 24 and 25s. a-piece.” And (June 17) Captain Cocke says “‘ that 
the bankers, he fears, are broke as to ready-money, though Viner had 100000/. by 
him when our trouble begun: that he and the Duke of Albemarle have received 
into their own hands, of Viner, the former 10000/., and the latter 12000/., in tallies 
or assignments, to secure what was in his hands of their’s; and many other great 
men of our masters have done the like; which is no good sign, when they begin to 
fear the main.” And see June 14 and 23. But (September 25) ‘I have not heard 
of one citizen of London broke in all this war, this plague, or this fire, and this 
coming of the enemy among us.’’] 

7 (January 2, 1672. For a summary account of the seizure of the bankers’ cash 
in the exchequer, then used as “ the bankers’ bank,” and of their efforts to obtain 
redress, see McLeod, History and Practice of Banking, chap. viii., or Lawson’s 
History of Banking, 196. The infamy of advising this breach of the royal faith 
seems to be properly divided between Shaftesbury and Clifford; but Burnet, in 
his History of his own Times, supposing Shaftesbury to have been the adviser, 
adds the following: “ He certainly knew of it before-hand, and took all his own 
money out of the Bankers’ hands, and warned some of his friends to do the 
like.” The amount seized was £1,328,526. 

This seizure by Charles II. was a close imitation of the seizure of bullion in 
the mint by Charles I., in July, 1640, of which there is an account in Rushworth, 
Historical Collections, 1216. Anderson (ii. 68) thinks that the mint was used by 
the merchants as a bank in 1640, as the exchequer was after the Restoration. 
But Rushworth says that the bullion “ was brought from beyond seas to be Coyned 
there,” and that the seizure “ gave a great alarm to the Spanish merchants and 
others, with which they were obliged forthwith to acquaint their correspondents 
and Partners beyond seas.” And see also Ruding, Annals of the Coinage, i. 
392. Anderson appears to have been misled by a remark of Sir William Temple, 
that “the Mint had the credit of a bank.” The amount seized, according to 
Rushworth, was £120,000. There is an account of this affair with other citations 
in Gardiner, History of England, 1603-42, ix. 130. As to an arrangement for 
bringing in Spanish silver at this time, see a notice by Lord Liverpool, Coins of 
the Realm, 75.) 
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feek by Ufurious unlawful Bargains, and oppreffive Exactions 
from the needy and men in ftreights, and by hook and by 
crook to make the most of their Cafh. 

I dare take it for granted that the men now of that Trade 
are not men of greater natural Abilities nor acquired parts, than 
other Tradefmen of their age and degree, nor are they better 
inftruéted then others to imploy greater Stocks in an advan- 
tagious Trade, nor have they greater Stocks of their own to 
hazzard to remote places, from whence moft profit may be 
hoped for; Neither have thefe men greater fkill in Law then 
other Citizens, to judg of Securities to be taken for Money, 
nor have they more knowledg of Men to guefs at the value of 
their Bonds; how then fhould they be able to make more Intreft 
of money then other Traders; yet the profit that may fatiffy 
other Traders, cannot be fufficient for them to keep open their 
Shops: they muft have a great dead ftock of Cafh to anfwer 
all Payments, and be always ready occafionally to advance 
great Summs: their Servants and Shops muft be maintained 
for no ufe but Payments and Receipts, and deducting dead 
Stock and Charges, if they do not take nine fer Cent. intreft for 
what they Lend and difpose of, they cannot make one of one, 
much lefs fubfift. Befides there muft be allowance for Charges 
te defend themfelves againft Informers for their ufurious Con- 
traéts, and procuring frequent Pardons, and for hazard of lofs 
of their Money lent upon ufurious Intreft, every borrower hav- 
ing it in his power to plead their ufury againft them in lue of 
their Debts. All thefe things, and many more being duly con- 
fidered, I fuppofe people will fuddenly come to their wits, and 
begin to examine why a Gold/mith-banker fhould be better 
Security then another man, or fitter to be trufted for ten times 
more than he is worth: They give only perfonal Security, and 
many times their Notes for sool. roool, or more,’ when they 


8[McLeod, Theory and Practice of Banking (third edition), i. 210, gives sev- 
eral examples of the goldsmiths’ notes, still preserved by Child & Co., one of the 
oldest banking firmsin London. “ These early goldsmiths’ or bankers’ notes were 
not printed, but were just written on plain pieces of paper, like the promissory 
notes of private persons. The following is a specimen :— 
“Nov. 28, 1684. 


bes ‘ise to unto the Rt. honble. ye Lord North and or bearer, 
prom ye Grey, 


For Mr. Francis Child and myself, 
JNO. ROGERS.”’) 
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owe before they give that Note, twenty times the value of their 
own Estates, and yet thefe free Lenders will fcarce be fatisfied 
with two or three Mens Bonds for roool., that are known to 
be worth soool. a man; doubtlefs I fay, People will think at 


laft that a 
nker 
(8) [Ba ] 


Banker ought to give as good Security for money he borrows as 
another man, efpecially fince he runs the greateft hazards in his 
difpofing of Money for exceffive Gain or intreft.9 

I leave it then to your felf to judg whether Banking be like 
to continue half your Son’s Apprenticefhip, and whether all 
the Arts that they can teach him can be worth one of the 2ool. 
you defign to give with him; I prefume upon your Pardon for 
my plainnefs and tedioufness; Yet I am prompted to fay fome- 
thing more in point of Confcience, doubting whether it be Law- 
ful to exercife any Trade in a conftant avowed breach of the 
Laws of the Kingdom, as all Bankers do, thefe Laws being 
made for the good of the Society, to which the Scripture com- 
mands obedience for Confcience fake, where they are met [sic] 
contrary to the Laws of God. 

Perhaps it is worth the inquiry upon that account, whether 
any man that hath exercifed the Myftery of Banking, hath 
living or dying, gone off the Stage with a clear good Estate, 
all his Creditors being paid, fully paid. But I judg no Man. 
I Submit thefe thoughts and my Self to Your Prudent Cenfure, and 
remain, 

Your Humble Servant . 


TR. 
FINIS. 


9 [Notwithstanding the great distrust expressed by the writer, it appears that 
the Little London Directory of 1677 names forty-four “ goldsmiths keeping run- 
ning cashes,”’ the direct predecessors of the private bankers of the present day. 
Mr. F. G. H. Price, in his Handbook of London Bankers, vi., says that the 
following banking businesses are immediately descended from the goldsmiths 
there mentioned : — 

Child & Co., from Blanchard & Child, at the sign of ‘Ye Marygold,” Fleet 
Street; 

Martin & Co., from Duncombe & Kent, at the “ Grasshopper,” Lombard Street ; 

Hoare & Co., from James Hore, at the “‘ Golden Bottle,” in Cheapside; 

Barnetts, Hoare & Co., from Humphrey Stocks, at the ‘‘ Black Horse,” Lom- 
bard Street; 

Willis, Percival & Co., from Thomas Williams, at the “Crown,” Lombard 
Street.) 


